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CANAAN VALLEY PUBLIC SERVICE DISTRICT

RESOLUTION AUTHORIZING THE ACQUISITION
AND CONSTRUCTION OF A PUBLIC SEWERAGE
SYSTEM OF CANAAN VALLEY PUBLIC SERVICE
DISTRICT AND THE FINANCING OF THE COST, NOT
OTHERWISE PROVIDED, THEREOF THROUGH THE
ISSUANCE BY THE DISTRICT OF $2,965,216 IN
AGGREGATE PRINCIPALL AMOUNT OF SEWER
REVENUE BONDS, SERIES 2010 A (WEST VIRGINIA
SRF PROGRAM), AND §1,958,455 IN AGGREGATE
PRINCIPAL AMOUNT OF SERIES 2010 B (WEST
VIRGINIA SRF PROGRAM/ARRA); PROVIDING FOR
THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE REGISTERED OWNERS OF SUCH BONDS;
AUTHORIZING EXECUTION AND DELIVERY OF
ALL DOCUMENTS RELATING TO THE ISSUANCE
OF SUCH BONDS; APPROVING, RATIFYING AND
CONFIRMING ARRA ASSISTANCE AGREEMENT
RELATING TO SUCH BONDS; AUTHORIZING THE
SALE AND PROVIDING FOR THE TERMS AND
PROVISIONS OF SUCH BONDS AND ADOPTING
OTHER PROVISIONS RELATING THERETO.

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF CANAAN

VALLEY PUBLIC SERVICE DISTRICT:
ARTICLE ]
STATUTORY AUTHORITY, FINDINGS AND DEFINITIONS

Section 1.01.  Authority_for this Resolution. This Resolution (together
with any order or resolution supplemental hereto or amendatory hereof, the “Bond
Legislation™) is adopted pursvant to the provisions of Chapter 16, Article 13A and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended (collectively, the

“Act”™), and other applicable provisions of law.

Section 1.02.  Findings. It is hereby found, determined and declared that:

A, Canaan Valley Public Service District (the “Issuer”) is a public
service district and a public corporation and political subdivision of the State of
West Virginia in Tucker County of said State.
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B. The Issuer deems it necessary and desirable for the health and
welfare of the inhabitants of the Issuer that there be acquired and constructed a public
sewerage System, consisting of construction of two wastewater treatment facilities as well as
collection/transmission system to gather and fransport sewer flow, and necessary
appurtenances relating thereto, together with all appurtenant facilities (collectively, the
“Project™), which constitute properties for the collection, treatment, purification or disposal
of liquid or solid wastes, sewage or industrial wastes (the Project and any further
improvements or extensions thereto are herein called the “System™), in accordance with the
plans and specifications prepared by the Consulting Engineers, which plans and
specifications have heretofore been filed with the Issuer.

C. The Issuer intends to permanently finance a portion of the costs of
acquisition and construction of the Project through the issuance of its revenue bonds to the
West Virginia Water Development Authority (the “Authority”), in connection with the West
Virginia Water Pollution Control Revolving Fund.

D. It is deemed necessary for the Issuer to issue its Sewer Revenue
Bonds in the total aggregate principal amount of $4,923,671, in two or more series
(collectively, the “Series 2010 Bonds™), being the (1) Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program), in the aggregate principal amount of $2,965,216 (the
“Series 2010 A Bonds™); and (2) Sewer Revenue Bonds, Series 2010 B (West Virginia SRF
Program/ARRA), in the aggregate principal amount of § 1,958,455 (the “Series 2010 B
Bonds™); (collectively, the “Series 2010 Bonds”), to permanently finance a portion of the
costs of acquisition and construction of the Project. The remaining costs of the Project shall
be funded from the sources set forth in Section 2.01 hereof. Said costs shall be deemed to
include the cost of all property rights, casements and franchises deemed necessary or
convenient therefor; interest, if any, upon the Series 2010 Bonds prior to and during
acquisition and construction of the Project and for a period not exceeding 6 months after
completion of acquisition and construction of the Project; amounts which may be deposited
in the Reserve Accounts (as hereinafter defined); engineering and legal expenses; expenses
for estimates of costs and revenues, expenses for plans, specifications and surveys; other
expenses necessary or incident to determining the feasibility or practicability of the
enterprise, administrative expense, commitment fees, fees and expenses of the Authority,
including the SRF Administrative Fee (as hereinafter defined), discount, initial fees for the
services of registrars, paying agents, depositories or trustees or other costs in connection
with the sale of the Series 2010 Bonds and such other expenses as may be necessary or
incidental to the financing herein authorized, the acquisition or construction of the Project
and the placing of same in operation, and the performance of the things herein required or
permitted, in connection with any thereof; provided, that reimbursement to the Issuer for
any amounts expended by it for allowable costs prior to the issuance of the Series 2010
Bonds or the repayment of indebtedness incurred by the Issuer for such purposes shall be
deemed Costs of the Project, as hereinafter defined.

E. The period of usefuiness of the System after completion of the
Project is not less than 40 years,
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F. It is in the best interests of the Issuer that its Series 2010 A Bonds
and Series 2010 B Bonds be sold to the Authority pursuant to the terms and provisions of
an ARRA Assistance Agreement by and among the Issuer, the Authority and the West
Virginia Department of Environmental Protection (the “DEP™), all in a form satisfactory to
the respective parties (the “ARRA Assistance Agreement”), approved hereby if not
previously approved by resolution of the Issuer.

G. On the Closing Date there will be no outstanding obligation of the
Tssuer which will rank on a parity with the Series 2010 Bonds as to liens, pledge, source of
and security for payment.

H. The estimated revenues to be derived in each year following
completion of the Project from the operation of the System will be sufficient to pay all costs
of operation and maintenance of the System and the principal of and interest, if any, on the
Series 2010 Bonds, and to make payments into all funds and accounts and other payments
provided for herein.

L The Issuer has complied with all requirements of West Virginia law
and the ARRA Assistance Agreement relating to authorization of the acquisition,
construction and operation of the Project and the System and issuance of the Series 2010
Bonds, or will have so complied prior to issuance of any thereof, including, among other
things and without limitation, the approval of the Project and the financing thereof by the
West Virginia Infrastructure and Jobs Development Council and the obtaining of a
certificate of public convenience and necessity and approval of this financing and necessary
user rates and charges described herein from the Public Service Commission of
West Virginia by final order, the time for rehearing and appeal of which will either have
expired prior to the issuance of the Series 2010 Bonds or such final order will not be subject
to appeal or rehearing.

I The Project has been reviewed and determined to be technically and
financially feasible by the Council as required under Chapter 31, Article 15A of the West
Virginia Code of 1931, as amended.

Section 1.03. Bond Legislation Constitutes Contract. In consideration of
the acceptance of the Series 2010 Bonds by those who shall be the Registered Owners of the
same from time to time, this Bond Legislation shall be deemed to be and shall constitute a
contract between the Issuer and such Registered Owners, and the covenants and agreements
herein set forth to be performed by the Issuer shall be for the equal benefit, protection and
security of the Registered Owners of any and all of such Series 2010 Bonds, all which shall
be of equal rank and without preference, priority or distinction between any one Bond of a
series and any other Bonds of the same series, by reason of priority of issuance or otherwise,
except as expressly provided therein and herein.

Section 1.04. Definitions. The following terms shall have the following
meanings herein unless the context expressly requires otherwise:
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“Act” means, collectively, Chapter 16, Article 13A and Chapter 22C,
Article 2 of the West Virginia Code of 1931, as amended and in effect on the date of
adoption hereof.

“ARRA Assistance Agreement” means the ARRA Assistance Agreement
heretofore entered into, or to be entered into, by and among the Issuer, the Authority and the
DEP, providing for the purchase of the Series 2010 A Bonds and the Series 2010 B Bonds
from the Issuer by the Authority, the form of which shall be approved, and the execution
and delivery by the Issuer authorized and directed or ratified by the Supplemental
Resolution.

“Authority” means the West Virginia Water Development Authority, which
is expected to be the original purchaser and Registered Owner of the Series 2010 Bonds, or
any other agency, board or department of the State of West Virginia that succeeds to the
functions of the Authority, acting in its administrative capacity and upon authorization from
the DEP under the Act.

“Authorized Officer” means the Chairman of the Governing Body of the
Issuer or any temporary Chairman duly selected by the Governing Body.

“Bondholder,” “Helder of the Bonds,” “Holder,” “Registered Owner” or
any similar term whenever used herein with respect to an outstanding Bond or Bonds,
means the person in whose name such Bond is registered.

“Bond Legislation,” “Resolution,” “Bond Resolution” or “Local Act”
means this Bond Resolution and all orders and resolutions supplemental hereto or
amendatory hereof.

“Bond Registrar” means the bank or other entity to be designated as such in
the Supplemental Resolution and its successors and assigns.

“Bonds” means, collectively, the Series 2010 Bonds, and any bonds on a
parity therewith subsequently authorized to be issued hereunder or by another resolution of
the Issuer.

“Bond Year” means the 12-month period beginning on the anniversary of
the Closing Date in each year and ending on the day prior to the anniversary date of the
Closing Date in the following year, except that the first Bond Year shall begin on the
Closing Date.

“Chairman’ means the Chairman of the Governing Body of the Issuer.
“Closing Date” means the date upon which there is an exchange of the

Series 2010 Bonds for all or a portion of the proceeds of the Series 2010 Bonds from the
Authority.
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“Code” means the Internal Revenue Code of 1986, as amended, and the
Regulations,

“Commission” means the West Virginia Municipal Bond Commission or
any other agency of the State of West Virginia that succeeds to the functions of the
Commissjon.

“Consulting Engineers” means Thrasher Engineering, Inc., Clarksburg,
West Virginia, or any qualified engineer or firm of engineers, licensed by the State, that
shall at any time hereafter be procured by the Issuer as Consulting Engineers for the System
or portion thereof in accordance with Chapter 5G, Article 1 of the West Virginia Code of
1931, as amended; provided however, that the Consulting Engineers shall not be a regular,
full-time employee of the State or any of its agencies, commissions, or political
subdivisions.

“Costs” or “Costs of the Project” means those costs described in
Section 1.02D hereof to be a part of the cost of acquisition and construction of the Project.

“DEP” means the West Virginia Department of Environmental Protection
or any other agency, board or department of the State that succeeds to the functions of the
DEP.

“Depository Bank” means the bank designated as such in the Supplemental
Resolution, and its successors and assigns, which shall be a member of FDIC.

“FDIC” means the Federal Deposit Insurance Corporation and any
successor to the functions of the FDIC.

“Fiscal Year” means each 12-month period beginning on July 1 and ending
on the succeeding June 30.

“Governing Body” or “Board” means the public service board of the Issuer,
as it may now or hereafter be constituted.

“Government Obligations” means direct obligations of, or obligations the
timely payment of the principal of and interest on which is guaranteed by, the United States
of America.

“Grants” means all monies received by the Issuer on account of any Grant
for the Project.

“Gross Revenues” means the aggregate gross operating and non-operating
revenues of the System, as hereinafter defined, determined in accordance with generally
accepted accounting principles, after deduction of prompt payment discounts, if any, and
reasonable provision for uncollectible accounts; provided, that “Gross Revenues™ does not
include any gains from the sale or other disposition of, or from any increase in the value of,
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capital assets (including Qualified Investments, as hereinafter defined, purchased pursuant
to Article 8.01 hereof) or any Tap Fees, as hereinafter defined.

“Herein,” “hereto” and similar words shall refer to this entire Bond
Legislation.

“Independent Certified Public Accountants” means any certified public
accountant or firm of certified public accountants that shall at any time hereafter be retained
by the Issuer to prepare an independent annual or special audit of the accounts of the System
or for any other purpose except keeping the accounts of the System in the normal operation
of its business and affairs.

“Issuer” means Canaan Valley Public Service District, a public service
district, public corporation and political subdivision of the State of West Virginia in Tucker
County, West Virginia, and, unless the context clearly indicates otherwise, includes the
Governing Body of the Issuer.

“Net Proceeds” means the face amount of the Series 2010 Bonds, plus
accrued interest and premium, if any, less original issue discount, if any, and less proceeds,
if any, deposited in the Reserve Accounts. For purposes of the Private Business Use
limitations set forth herein, the term Net Proceeds shall include any amounts resulting from
the investment of proceeds of the Series 2010 Bonds, without regard to whether or not such
investment is made in tax-exempt obligations.

“Net Revenues” means the balance of the Gross Revenues, remaining after
deduction of Operating Expenses, as hereinafter defined.

“Operating Expenses” means the reasonable, proper and necessary costs of
repair, maintenance and operation of the System and includes, without limiting the
generality of the foregoing, administrative, engineering, legal, auditing and insurance
expenses, other than those capitalized as part of the costs, the SRF Administrative Fee, fees
and expenses of the Authority, fiscal agents, the Depository Bank, the Registrar and the
Paying Agent (all as herein defined), other than those capitalized as part of the costs,
payments to pension or retirement funds, taxes and such other reasonable operating costs
and expenses as should normally and regularly be included under generally accepted
accounting principles; provided, that “Operating Expenses” does not include payments on
account of the principal of or redemption premium, if any, or interest on the Bonds, charges
for depreciation, losses from the sale or other disposition of, or from any decrease in the
value of, capital assets, amortization of debt discount or such miscellaneous deductions as
are applicable to prior accounting periods.

“Outstanding,” when used with reference to Bonds and as of any particular
date, describes all Bonds theretofore and thereupon being authenticated and delivered,
except (i) any Bond cancelled by the Bond Registrar at or prior to said date; (ii) any Bond
for the payment of which monies, equal to its principal amount and redemption premium, if
applicable, with interest to the date of maturity or redemption shall be in trust hereunder and
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set aside for such payment (whether upon or prior to maturity); (iii) any Bond deemed to
have been paid as provided in Article X hereof; and (iv) for purposes of consents or other
action by a specified percentage of Bondholders, any Bonds registered to the Issuer.

“Parity Bonds” means additional Bonds issued under the provisions and
within the limitations prescribed by Section 7.07 hereof.

“Paying Agent” means the Commission or other entity designated as such
for the Series 2010 Bonds in the Supplemental Resolution.

“Project” means the Project as described in Section 1.02B hereof.
“Qualified Investments” means and includes any of the following:
(a) Government Obligations;

(b) Government Obligations which have been stripped of their
unmatured interest coupons, interest coupons stripped from Government
Obligations, and receipts or certificates evidencing payments from
Government Obligations or interest coupons stripped from Government
Obligations;

() Bonds, debentures, notes or other evidences of
indebtedness issued by any of the following agencies: Banks for
Cooperatives; Federal Intermediate Credit Banks; Federal Home Loan Bank
System; Export-Import Bank of the United States; Federal Land Banks;
Government National Mortgage Association; Tennessee Valley Authority;
or Washington Metropolitan Area Transit Authority,

(d) Any bond, debenture, note, participation certificate or other
similar obligations issued by the Federal National Mortgage Association to
the extent such obligation is guaranteed by the Government National
Mortgage Association or issued by any other federal agency and backed by
the full faith and credit of the United States of America;

(e) Time accounts (including accounts evidenced by time
certificates of deposit, time deposits or other similar banking arrangements)
which, to the extent not insured by the FDIC or Federal Savings and Loan
Insurance Corporation, shall be secured by a pledge of Government
Obligations, provided, that said Government Obligations pledged either
must mature as nearly as practicable coincident with the maturity of said
time accounts or must be replaced or increased so that the market value
thereof is always at least equal to the principal amount of said time
accounts;
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6))] Money market funds or similar funds whose only assets are
investments of the type described in paragraphs (a) through (e) above;

(g) Repurchase agreements, fully secured by investments of the
types described in paragraphs (a) through (e) above, with banks or national
banking associations which are members of FDIC or with government bond
dealers recognized as primary dealers by the Federal Reserve Bank of
New York, provided, that said investments securing said repurchase
agreements either must mature as nearly as practicable coincident with the
maturity of said repurchase agreements or must be replaced or increased so
that the market value thereof is always at least equal to the principal amount
of said repurchase agreements, and provided further that the holder of such
repurchase agreement shall have a prior perfected security interest in the
coliateral therefor; must have (or its agent must have) possession of such
collateral; and such collateral must be free of all claims by third parties;

(h) The West Virginia “consolidated fund” managed by the
West Virginia Board of Treasury Investments pursuant to Chapter 12,
Article 6C of the West Virginia Code of 1931, as amended; and

(1) Obligations of states or political subdivisions or agencies
thereof, the interest on which is excluded from gross income for federal
income tax purposes, and which are rated at least "A” by Moody’s Investors
Service, Inc. or Standard & Poor’s Corporation,

“Registrar’” means the Bond Registrar.

“Regulations” means temporary and permanent regulations promulgated

under the Code or any predecessor to the Code.

“Renewal and Replacement Fund” means the Renewal and Replacement

Fund continued by Section 5.01 hereof.

“Reserve Accounts” means, collectively, the respective reserve accounts

established for the Series 2010 Bonds.

“Reserve Requirement” means, collectively, the respective amounts

required to be on deposit in the Reserve Accounts of the Series 2010 Bonds.

“Revenue Fund” means the Revenue Fund established by Section 5.01

hereof.
“Secretary” means the Secretary of the Governing Body of the Issuer.
“Series 2010 Bonds” means, collectively, the Series 2010 A Bonds and
Series 2010 B Bonds.
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“Series 2010 A Bonds” means the Sewer Revenue Bonds, Series 2010 A
{(West Virginia SRF Program/ARRA), of the Issuer, authorized by this Resolution.

“Series 2010 A Bonds Construction Trust Fund” means the Series 2010 A
Bonds Construction Trust Fund established by Section 5.01 hereof.

“Series 2010 A Bonds Reserve Account” means the Series 2010 A Bonds
Reserve Account established by Section 5.02 hereof.

“Series 2010 A Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest, if any, which will become due
on the Series 2010 A Bonds in the then current year or any succeeding year.

“Series 2010 A Bonds Sinking Fund” means the Series 2010 A Bonds
Sinking Fund established by Section 5.02 hereof.

“Series 2010 B Bonds” means the Sewer Revenue Bonds, Series 2010 B
(West Virginia SRF Program/ARRA), of the Issuer, authorized by this Resolution.

“Series 2010 B Bonds Construction Trust Fund” means the Series 2010 B
Bonds Construction Trust Fund established by Section 5.01 hereof.

“Series 2010 B Bonds Reserve Account”™ means the Series 2010 B Bonds
Reserve Account established by Section 5.02 hereof.

“Series 2010 B Bonds Reserve Requirement” means, as of any date of
calculation, the maximum amount of principal and interest, if any, which will become due
on the Series 2010 B Bonds in the then current or any succeeding year.

“Series 2010 B Bonds Sinking Fund” means the Series 2010 B Bonds
Sinking Fund established by Section 5.02 hereof.

“Sinking Funds” means, collectively, the respective Sinking Funds
established for the Series 2010 Bonds.

“SRF Administrative Fee” means any administrative fee required to be paid
under the ARRA Assistance Agreement for the Series 2010 A Bonds and Series 2010 B
Bonds.

“SRF Program” means the State’s Water Pollution Control Revolving Fund
Program, under which the Authority purchases the water pollution control revenue bonds of
focal governmental entities satisfying certain legal and other requirements with the proceeds
of a capitalization grant award from the United States Environmental Protection Agency and
funds of the State.
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“SRF Regulations™ means the regulations set forth in Title 47, Series 31 of
the West Virginia Code of State Regulations.

““State” means the State of West Virginia.

“Supplemental Resolution” means any resolution or order of the Issuer
supplementing or amending this Resolution and, when preceded by the article “the,” refers
specifically to the supplemental resolution or resolutions authorizing the sale of the
Series 2010 Bonds; provided, that any matter intended by this Resolution to be included in
the Supplemental Resolution with respect to the Series 2010 Bonds, and not so included,
may be included in another Supplemental Resolution.

“Surplus Revenues” means the Net Revenues not required by the Bond
Legislation to be set aside and held for the payment of or security for the Series 2010 Bonds,
or any other obligations of the Issuer, including, without limitation, the Renewal and
Replacement Fund, the Sinking Funds and the Reserve Accounts.

“System” means the complete properties of the Issuer for the collection,
treatment, purification or disposal of liquid or solid wastes, sewage or industrial wastes, as
presently existing in its entirety or any integral part thereof, and shall include the Project and
any additions, improvements and extensions thereto hereafter constructed or acquired for
said system from any sources whatsoever.

“Tap Fees” means the fees, if any, paid by prospective customers of the
System in order to connect thereto.

“West Virginia Infrastructure Fund” means the West Virginia Infrastructure
Fund established in accordance with Chapter 31, Article 15A, Section9 of the West
Virginia Code of 1931, as amended and in effect on the date of adoption hereof.

Additional terms and phrases are defined in this Resolution as they are
used, Words importing singular number shall include the plural number in each case and
vice versa; words importing persons shall include firms and corporations; and words
importing the masculine, feminine or neutral gender shall include any other gender.
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ARTICLE II

AUTHORIZATION OF ACQUISITION AND CONSTRUCTION
OF THE PROJECT

Section 2.01.  Authorization of Acquisition and Construction of the
Project. There is hereby authorized and ordered the acquisition and construction of the
Project, at an estimated cost of $10,634,800, in accordance with the plans and specifications
which have been prepared by the Consulting Engineers, heretofore filed in the office of the
Governing Body. The proceeds of the Series 2010 Bonds hereby authorized shall be applied
as provided in Article VI hereof. The Issuer has received bids and will enter into contracts
for the acquisition and construction of the Project, in an amount and otherwise compatible
with the financing plan submitted to the Authority and the DEP.

The cost of the Project is estimated to be $10,634,800, of which
approximately $$2,965,216 will be obtained from proceeds of the Series 2010 A Bonds,
approximately $1,958,455 will be obtained from proceeds of the Series 2010 B Bonds,
approximately $2,049,129 will be obtained from a U.S. Environmental Protection Agency
Grant, approximately $5,000 will be obtained as a grant from The County Commission of
Tucker County; $5,000 will be obtained as a grant from the Canaan Valley Institute;
approximately $160,000 will be obtained as a grant from the West Virginia Infrastructure
and Jobs Development Council and approximately $3,492,000 will be obtained as a U.S.
Economic Development Administration grant.

ARTICLE II1

AUTHORIZATION, TERMS, EXECUTION, REGISTRATION AND
SALE OF BONDS; AUTHORIZATION AND EXECUTION OF ARRA
ASSISTANCE AGREEMENT

Section 3.01.  Authorization of Bonds. For the purposes of capitalizing
interest, if any, on the Series 2010 Bonds, funding the respective Reserve Accounts for the
Series 2010 Bonds, paying Costs of the Project not otherwise provided for and paying
certain costs of issuance of the Series 2010 Bonds and related costs, or any or all of such
purposes, as determined by the Supplemental Resolution, there shall be and hereby are
authorized to be issued negotiable Series 2010 Bonds of the Issuer. The Series 2010 Bonds
shall be issued in two or more series, each as a single bond, designated respectively as
“Sewer Revenue Bonds, Series 2010 A (West Virginia SRF Program),” in the principal
amount of $2,965,216, and “Sewer Revenue Bonds, Series 2010 B (West Virginia SRF
Program/ARRA)” in the principal amount of $1,958,455, and all shall have such terms as
set forth hereinafter and in the Supplemental Resolution. The proceeds of the Series 2010
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Bonds remaining after funding of the Reserve Accounts (if funded from Bond proceeds) and
capitalizing interest, if any, on the Series 2010 Bonds, if any, shall be deposited in or
credited to the respective Bond Construction Trust Funds established by Section 5.01 hereof
and applied as set forth in Article VI hereof.

Section 3.02. Terms of Bonds. The Series 2010 Bonds shail be issued in
such principal amounts; shall bear interest, if any, at such rate or rates, not exceeding the
then legal maximum rate, payable quarterly on such dates; shall mature on such dates and in
such amounts; and shall be redeemable, in whole or in part, all as the Issuer shall prescribe
in a Supplemental Resolution or as specifically provided in the ARRA Assistance
Agreement. The Series 2010 Bonds shall be payable as to principal at the office of the
Paying Agent, in any coin or currency which, on the dates of payment of principal is legal
tender for the payment of public or private debts under the laws of the United States of
America. Interest on the Series 2010 Bonds, if any, shall be paid by check or draft of the
Paying Agent mailed to the Registered Owner thereof at the address as it appears on the
books of the Bond Registrar, or by such other method as shall be mutually agreeable so long
as the Authority is the Registered Owner thereof.

Unless otherwise provided by the Supplemental Resolution, the Series 2010
Bonds shall be issued in the form of a single bond for each series, fully registered to the
Authority, with a record of advances and a debt service schedule attached, representing the
aggregate principal amount of each series of the Series 2010 Bonds. The Series 2010 Bonds
shall be exchangeable at the option and expense of the Registered Owner for another fully
registered Bond or Bonds of the same series in aggregate principal amount equal to the
amount of said Bonds then Outstanding and being exchanged, with principal installments or
maturities, as applicable, corresponding to the dates of payment of principal installments of
said Bonds; provided, that the Authority shall not be obligated to pay any expenses of such
exchange.

Subsequent series of Bonds, if any, shall be issued in fully registered form
and in denominations as determined by a Supplemental Resolution. Such Bonds shall bear
interest, if any, and shall be dated as set forth in a Supplementa] Resolution.

Section 3.03. Execution of Bonds. The Series 2010 Bonds shall be
executed in the name of the Issuer by the Chairman, and the seal of the Issuer shall be
affixed thereto or imprinted thereon and attested by the Secretary. In case any one or more
of the officers who shall have signed or sealed the Series 2010 Bonds shall cease to be such
officer of the Issuer before the Series 2010 Bonds so signed and sealed have been actually
sold and delivered, such Bonds may nevertheless be sold and delivered as herein provided
and may be issued as if the person who signed or sealed such Bonds had not ceased to hold
such office. Any Series 2010 Bonds may be signed and sealed on behalf of the Issuer by
such person as at the actual time of the execution of such Bonds shail hold the proper office
in the Issuer, although at the date of such Bonds such person may not have held such office
or may not have been so authorized.
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Section 3.04.  Authentication and Registration. The Bond Registrar for
the Series 2010 Bonds shall be the bank or other entity to be designated as such in the
Supplemental Resolution and its successors and assigns. No Series 2010 Bond shall be
valid or obligatory for any purpose or entitled to any security or benefit under this Bond
Legislation unless and until the Certificate of Authentication and Registration on such Bond,
substantially in the forms set forth in Section 3.10 hereof shall have been manually executed
by the Bond Registrar. Any such executed Certificate of Authentication and Registration
upon any such Bond shall be conclusive evidence that such Bond has been authenticated,
registered and delivered under this Bond Legislation. The Certificate of Authentication and
Registration on any Series 2010 Bond shall be deemed to have been executed by the Bond
Registrar if manually signed by an authorized officer of the Bond Registrar, but it shall not
be necessary that the same officer sign the Certificate of Authentication and Registration on
all of the Bonds issued hereunder.

Section 3.05. Negotiability, Transfer and Registration.” Subject to the
provisions for transfer of registration set forth below, the Series 2010 Bonds shall be and

have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder, in accepting
the Series 2010 Bonds shall be conclusively deemed to have agreed that such Bonds shal} be
and have all of the qualities and incidents of negotiable instruments under the Uniform
Commercial Code of the State of West Virginia, and each successive Holder shall further be
conclusively deemed to have agreed that such Bonds shall be incontestable in the hands of a
bona fide holder for value.

So long as the Series 2010 Bonds remain outstanding, the Issuer, through
the Bond Registrar as its agent, shall keep and maintain books for the registration and
transfer of the Bonds.

The registered Series 2010 Bonds shall be transferable only upon the books
of the Bond Registrar, by the registered owner thereof in person or by his attorney duly
authorized in writing, upon surrender thereto together with a written instrument of transfer
satisfactory to the Bond Registrar duly executed by the registered owner or his duly
authorized attorney.

In all cases in which the privilege of exchanging Series 2010 Bonds or
transferring the registered Series 2010 Bonds are exercised, all Series 2010 Bonds shall be
delivered in accordance with the provisions of this Bond Legislation. All Series 2010
Bonds surrendered in any such exchanges or transfers shall forthwith be canceled by the
Bond Registrar. For every such exchange or transfer of Series 2010 Bonds, the Bond
Repistrar may make a charge sufficient to reimburse it for any tax, fee or other
governmental charge required to be paid with respect to such exchange or transfer and the
cost of preparing each new Bond upon each exchange or transfer, and any other expenses of
the Bond Registrar incurred in connection therewith, which sum or sums shall be paid by the
Issuer. The Bond Registrar shall not be obliged to make any such exchange or transfer of
Bonds during the period commencing on the 15th day of the month next preceding an
interest payment date on the Series 2010 Bonds or, in the case of any proposed redemption
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of Series 2010 Bonds, next preceding the date of the selection of Bonds to be redeemed, and
ending on such interest payment date or redemption date.

Section 3.06. Bonds Mutilated, Destroved. Stolen or Lost. In case any
Series 2010 Bond shall become mutilated or be destroyed, stolen or lost, the Issuer may, in
its discretion, issue, and the Bond Registrar shall, if so advised by the Issuer, authenticate
and deliver, a new Bond of the same series and of like tenor as the Bonds so mutilated,
destroyed, stolen or lost, in exchange and substitution for such mutilated Bond, upon
surrender and cancellation of such mutilated Bond, or in lieu of and substitution for the
Bond destroyed, stolen or fost, and upon the Holder’s furnishing satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer may prescribe
and paying such expenses as the Issuer and the Bond Registrar may incur. All Bonds so
surrendered shall be cancelled by the Bond Registrar and held for the account of the Issuer,
If any such Bond shall have matured or be about to mature, instead of issuing a substitute
Bond, the Issuer may pay the same, upon being indemnified as aforesaid, and if such Bond
be lost, stolen or destroyed, without surrender thereof.

Section 3.07. Bonds_mnot to be Indebtedness of the Issuer. The
Series 2010 Bonds shall not, in any event, be or constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provision or limitation, but shall be
payable solely from the Net Revenues derived from the operation of the System as herein
provided. No holder or holders of the Series 2010 Bonds shall ever have the right to compel
the exercise of the taxing power of the Issuer, if any, to pay the Series 2010 Bonds or the
interest, if any, thereon.

Section 3.08., Bonds Secured by Pledge of Net Revenues. The payment
of the debt service of the Series 2010 A Bonds and Series 2010 B Bonds (to the extent
required) shall be secured forthwith equally and ratably with each other by a first lien on the
Net Revenues derived from the System. Such Net Revenues in an amount sufficient to pay
the principal of and interest, if any, on and other payments for the Series 2010 Bonds and to
make all other payments provided for in the Bond Legislation, are hereby irrevocably
pledged to such payments as they become due.

Section 3.09. Delivery of Bonds. The Issuer shall execute and deliver the
Series 2010 Bonds to the Bond Registrar, and the Bond Registrar shall authenticate, register
and deliver the Series 2010 Bonds to the original purchasers upon receipt of the documents
set forth below:

A. If other than the Authority, a list of the names in which the
Series 2010 Bonds are to be registered upon original issuance, together with
such taxpayer identification and other information as the Bond Registrar
may reasonably require;

B. A request and authorization to the Bond Registrar on behalf
of the Issuer, signed by an Authorized Officer, to authenticate and deliver
the Series 2010 Bonds to the original purchasers;
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C. An executed and certified copy of the Bond Legislation;
D. An executed copy of the ARRA Assistance Agreement; and

E. The unqualified approving opinion of bond counsel on the
Series 2010 Bonds.

Section 3.10. Form of Bonds. The text of each series of the Series 2010
Bonds shall be in substantially the following form, with such omissions, insertions and
variations as may be necessary and desirable and authorized or permitted hereby, or by any
Supplemental Resolution adopted prior to the issuance thereof:

[Remainder of Page Intentionally Blank]
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(FORM OF SERIES 2010 A BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CANAAN VALLEY PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010 A
(WEST VIRGINIA SRF PROGRAM)

No. AR-1 $

KNOW ALL MEN BY THESE PRESENTS: The _____ day of
, 2010, that CANAAN VALLEY PUBLIC SERVICE DISTRICT, a public
service district, public corporation and political subdivision of the State of West Virginia in
Tucker County of said State (the “Issuer”), for value received, hereby promises to pay,
solely from the special funds provided therefor, as hereinafter set forth, to the West Virginia
Water Development Authority (the “Authority”) or registered assigns the sum of
DOLLARS ($ ), or such lesser
amount as shall have been advanced to the Issuer hereunder and not previously repaid, as set
forth in the “Record of Advances” attached as EXHIBIT A hereto and incorporated herein
by reference, in quarterly installments on March 1, June 1, September 1 and December 1 of
each year, commencing 1, to and including 1,
20, as set forth on the “Debt Service Schedule” attached as EXHIBIT B hereto and
incorporated herein by reference. The SRF Administrative Fee of _____ % (as defined in the
hereinafter described Bond Legislation) shall also be payable quarterly on March 1, June 1,
September 1 and December 1 of each year, commencing 1, , as set
forth on said EXHIBIT B.

This Bond shall bear no interest. Principal installments of this Bond are
payable in any coin or currency which, on the respective dates of payment of such
installments, is legal tender for the payment of public and private debts under the laws of the
United States of America, at the office of the West Virginia Municipal Bond Commission,
Charleston, West Virginia (the “Paying Agent™).

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Department of Environmental Protection (the “DEP”), and upon the terms and conditions
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prescribed by, and otherwise in compliance with, the ARRA. Assistance Agreement by and
among the Issuer, the Authority and the DEP, dated , 20010.

This Bond is issued (i) to pay a portion of the costs of acquisition and
construction of a public sewerage system of the Issuer (the “Project™); and (ii) to pay certain
costs of issuance of the Bonds of this Series (the “Bonds”) and related costs. The Project
and any further improvements or extensions thereto are herein called the “System.” This
Bond is issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended (collectively, the
“Act”), and a Bond Resolution duly adopted by the Issuer on , 2010, and
a Supplemental Resolution duly adopted by the Issuer on , 2010
(collectively, the “Bond Legislation™), and is subject to all the terms and conditions thereof.
The Bond Legislation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER
RESPECTS, WITH THE ISSUER’S: SEWER REVENUE BONDS, SERIES 2010 B
(WEST VIRGINIA SRF PROGRAM/ARRA), DATED ~, 2010, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF § (THE “SERIES 2010 B BONDS”).

This Bond is payable only from and secured by a pledge of the Net Revenues (as
defined in the Bond Legislation) to be derived from the operation of the System, on a parity
with the pledge of Net Revenues in favor of the holders of the Serjes 2010 B Bonds and
from monies in the reserve account created under the Bond Legislation for the Bonds (the
“Series 2010 A Bonds Reserve Account”) and unexpended proceeds of the Bonds. Such
Net Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds
which may be issued pursuant to the Act and shall be set aside as a special fund hereby
pledged for such purpose. This Bond does not constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provisions or limitations, nor shall the
Issuer be obligated to pay the same, except from said special fund provided from the Net
Revenues, the monies in the Series 2010 A Bonds Reserve Account and unexpended
proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest, if any, on the Bonds and
all other obligations secured by a lien on or payable from such revenues on a parity with or
junior to the Bonds, including the Series 2010 B Bonds; provided however, that so long as
there exists in the Series 2010 A Bonds Reserve Account an amount at least equal to the
maximum amount of principal and interest, if any, which will become due on the Bonds in
the then current or any succeeding year, and in the respective reserve accounts established
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for any other obligations outstanding on a parity with or junior to the Bonds, including the
Series 2010 B Bonds, an amount at least equal to the requirement therefor, such percentage
may be reduced to 110%. The Issuer has entered into certain further covenants with the
registered owners of the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description
thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank, Charleston, West Virginia, as registrar (the “Registrar”), by the registered
owner, or by its attorney duly authorized in writing, upon the surrender of this Bond,
together with a written instrument of transfer satisfactory to the Registrar, duly executed by
the registered owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under
the provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legislation, shall be applied solely to payment of the costs of the Project and costs of
issuance hereof described in the Bond Legislation, and there shall be and hereby is created
and granted a lien upon such monies, until so applied, in favor of the registered owner of
this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which
this Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to

the same extent as if written fully herein.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, CANAAN VALLEY PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Bond to be dated the day
and year first written above.

[SEAL]
Chairman
ATTEST:
Secretary
19
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2010 A Bonds described in the within-
mentioned Bond Legislation and has been duly registered in the name of the registered
owner set forth above, as of the date set forth below.

Date: , 20

THE HUNTINGTON NATIONAL BANK,
as Registrar

Authorized Officer
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOQUNT DATE
(1) $ {(19)
(2) (20)
€) 21
) (22)
(3) (23)
(6) 24
(N (23)
(8) (26)
€) 27)
(10) (28)
(11) (29)
(12) 30
(13) GD
(14) (32)
(15) (33)
(16) (39
(17) (35)
(18) (36)
TOTAL $
21
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)
ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto

the within Bond and does hereby imrevocably constitite and  appoint
, Attorney to transfer the said Bond
on the books kept for registration of the within Bond of the said Issuer with full power of
substitution in the premises.

Dated: , 20

In the presence of:
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(FORM OF SERIES 2010 B BOND)

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CANAAN VALLEY PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010 B
(WEST VIRGINIA SRF PROGRAM/ARRA)

No. BR-1 $

KNOW ALL MEN BY THESE PRESENTS: The _ day of
, 2010, that CANAAN VALLEY PUBLIC SERVICE DISTRICT, a public
service district, public corporation and political subdivision of the State of West Virginia in
Tucker County of said State (the “Issuer”), for value received, hereby promises to pay,
solely from the special funds provided therefor, as hereinafter set forth, to the West Virginia
Water Development Authority (the “Authority”) or registered assigns the sum of
DOLLARS (3 ), or such lesser
amount as shall have been advanced to the Issuer hereunder and not previously repaid, as set
forth in the “Record of Advances” attached as EXHIBIT A hereto and incorporated herein
by reference, in quarterly installments on March 1, June 1, September 1 and December 1 of
each year, commencing 1, to and including 1,
20, as set forth on the “Debt Service Schedule” attached as EXHIBIT B hereto and
incorporated herein by reference. The Series 2010 B Bonds are not subject to the SRF
Administrative Fee (as defined in the hereinafter described Bond Legislation).

This Bond shall bear no interest. Principal installments of this Bond are forgivable
quarterly as set forth on the "Debt Service Schedule” atitached as EXHIBIT B hereto and
incorporated herein by reference.

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Department of Environmenta} Protection (the “DEP”), and upon the terms and conditions
prescribed by, and otherwise in compliance with, the ARRA Assistance Agreement by and
among the Issuer, the Authority and the DEP, dated , 2010,

This Bond is issued (i)to pay a portion of the costs of acquisition and
construction of a public sewerage system of the Issuer (the “Project”); and (i) to pay certain
costs of issuance of the Bonds of this Series (the “Bonds™) and related costs. The Project
and any further improvements or extensions thereto are herein called the “System.” This
Bond is issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended (collectively, the
“Act”), and a Bond Resolution duly adopted by the Issuer on , 2010, and
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a Supplemental Resolution duly adopted by the Issuer on , 2010
(collectively, the “Bond Legislation”), and is subject to all the terms and conditions thereof.
The Bond Legislation provides for the issuance of additional bonds under certain conditions,
and such bonds would be entitled to be paid and secured equally and ratably from and by the
funds and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER
RESPECTS, WITH THE ISSUER’S: SEWER REVENUE BONDS, SERIES 2010 A
(WEST VIRGINIA SRF PROGRAM), DATED , 2010, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF § (THE “SERIES 2010 A BONDS").

This Bond is payable only from and secured by a pledge of the Net
Revenues (as defined in the Bond Legislation) to be derived from the operation of the
System, on a parity with the pledge of Net Revenues in favor of the holders of the
Series 2010 A Bonds and unexpended proceeds of the Bonds. Such Net Revenues shall be
sufficient to pay the principal of and interest, if any, on all bonds which may be issued
pursuant to the Act and shall be set aside as a special fund hereby pledged for such purpose.
This Bond does not constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, nor shall the Issuer be obligated to pay
the same, except from said special fund provided from the Net Revenues, the monies in the
Series 2010 B Bonds Reserve Account and unexpended proceeds of the Bonds. Pursuant to
the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain just
and equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at least 115% of the maximum amount payable in any year for
principal of and interest, if any, on the Bonds and all other obligations secured by a lien on
or payable from such revenues on a parity with or junior to the Bonds, including the
Series 2010 A Bonds; provided however, that so long as there exists in the Series 2010 B
Bonds Reserve Account an amount at least equal to the maximum amount of principal and
interest, if any, which will become due on the Bonds in the then current or any succeeding
year, and in the respective reserve accounts established for any other obligations outstanding
on a parity with or junior to the Bonds, including the Series 2010 A Bonds, an amount at
least equal to the requirement therefor, such percentage may be reduced to 110%. The
Issuer has entered into certain further covenants with the registered owners of the Bonds for
the terms of which reference is made to the Bond Legislation. Remedies provided the
registered owners of the Bonds are exclusively as provided in the Bond Legislation, to
which reference is here made for a detailed description thereof.

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank, Charleston, West Virginia, as registrar (the “Registrar”), by the registered
owner, or by its attorney duly authorized in writing, upon the surrender of this Bond,
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together with a written instrument of transfer satisfactory to the Registrar, duly executed by
the registered owner or its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under
the provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legislation, shall be applied solely to payment of the costs of the Project and costs of
issuance hereof described in the Bond Legislation, and there shall be and hereby is created
and granted a lien upon such monies, until so applied, in favor of the registered owner of
this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which

this Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to
the same extent as if written fully herein.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREQF, CANAAN VALLEY PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Bond to be dated the day
and year first written above.

[SEAL]
Chairman
ATTEST:
Secretary
27
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the Series 2010 B Bonds described in the within-
mentioned Bond Legislation and has been duly registered in the name of the registered
owner set forth above, as of the date set forth below.

Date: , 2010,

THE HUNTINGTON NATIONAL BANK,
as Registrar

Autherized Officer
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EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
O (19)
(2) (20)
€)) (21)
4) (22)
(5) (23)
(6) (24)
(N (25)
(8) (26)
@) (27)
(10) (28)
(11) (29)
(12) (30
(13) D)
a4 (32)
(15) (33)
(16) (34)
a7 (35)
(18) (36)
TOTAL $
29
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EXHIBIT B

DEBT SERVICE SCHEDULE
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(Form of)
ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto

the within Bond and does hereby irrevocably constitute and appoint

, Attorney to transfer the said Bond
on the books kept for registration of the within Bond of the said Issuer with full power of
substitution in the premises.

Dated: 20

»

In the presence of:

31



Section 3.11. Sale of Bonds; Approval and Ratification of Executjion of ARRA
Assistance Agreement. The Series 2010 Bonds shall be sold to the Authority, pursuant to
the terms and conditions of the respective ARRA Assistance Agreement, If not so
authorized by previous resolution, the Chairman is specifically authorized and directed to
execute the ARRA Assistance Agreement in the form attached hereto as “EXHIBIT A” and
made a part hereof, and the Secretary is directed to affix the seal of the Issuer, attest the
same and deliver the ARRA Assistance Agreement to the Authority, and any such prior
execution and delivery is hereby authorized, approved, ratified and confirmed. The ARRA
Assistance Agreement, including all schedules and exhibits attached thereto, are hereby
approved and incorporated into this Bond Legislation.

Section 3.12. “Amended _Schedule” Filing. Upon completion of the
acquisition and construction of the Project, the Issuer will file with the Authority and the
DEP a schedule, the forms of which will be provided by the DEP, setting forth the actual
costs of the Project and sources of funds therefor.

ARTICLE 1V

[RESERVED]

ARTICLE Y
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section 5.01. Establishment of Funds and Accounts with Depository
Bank. The following special funds or accounts are hereby created and shall be held by the

Depository Bank separate and apart from all other funds or accounts of the Depository Bank
and the Issuer and from each other:

(1) Revenue Fund;
(2) Renewal and Replacement Fund; and
(3)  Series 2010 Bonds Construction Trust Fund.
Section 5.02. Establishment of Funds and Accounts with Commission.
The following special funds or accounts are hereby created with and shall be held by the

Commission separate and apart from all other funds or accounts of the Commission and the
Issuer and from each other:

(1)  Series 2010 A Bonds Sinking Fund;

{2)  Series 2010 A Bonds Reserve Account;
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(3)  Series 2010 B Bonds Sinking Fund; and

(4)  Series 2010 B Bonds Reserve Account.

Section 5.03. System Revenues; Flow of Funds. A. The entire Gross
Revenues derived from the operation of the System shall be deposited upon receipt in the
Revenue Fund. The Revenue Fund shall constitute a trust fund for the purposes provided in
this Bond Legislation and shall be kept separate and distinct from all other funds of the
Issuer and the Depository Bank and used only for the purposes and in the manner herein
provided. All revenues at any time on deposit in the Revenue Fund shall be disposed of

only in the following order of priority:

CH5268720

(1)  The Issuer shall first, each month, pay from the
monies in the Revenue Fund all current Operating Expenses of
the System,

(2)  The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and simultaneously (1)
remit to the Commission, commencing 4 months prior to the first
date of payment of principal of the Series 2010 A Bonds, for
deposit in the Series 2010 A Bonds Sinking Fund, an amount
equal to 1/3rd of the amount of principal which will mature and
become due on the Series 2010 A Bonds on the next ensuing
quarterly principal payment date; provided that, in the event the
period to elapse between the date of such initial deposit in the
Series 2010 A Bonds Sinking Fund and the next quarterly
principal payment date is Jess than 3 months, then such monthly
payments shall be increased proportionately to provide, 1 month
ptior to the next quarterly principal payment date, the required
amount of principal coming due on such date; and (i) remit to
the Commission, commencing 4 months prior to the first date of
payment of principal of the Series 2010 B Bonds, for deposit in
the Series 2010 B Bonds Sinking Fund, an amount equal to 1/3rd
of the amount of principal which will mature and become due on
the Series 2010 B Bonds on the next ensuing quarterly principal
payment date; provided that, in the event the period to elapse
between the date of such initial deposit in the Series 2010 B
Bonds Sinking Fund and the next quarterly principal payment
date is less than 3 months, then such monthly payments shall be
increased proportionately to provide, 1 month prior to the next
quarterly principal payment date, the required amount of
principal coming due on such date.

(3) The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and simultaneously (i)
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remit to the Commission, commencing 4 months prior to the first
date of payment of principal of the Series 2010 A Bonds, if not
fully funded upon issuance of the Series 2010 A Bonds, for
deposit in the Series 2010 A Bonds Reserve Account, an amount
equal to 1/120th of the Series2010 A Bonds Reserve
Requirement; provided that, no further payments shall be made
into the Series 2010 A Bonds Reserve Account when there shall
have been deposited therein, and as long as there shall remain on
deposit therein, an amount equal to the Series 2010 A Bonds
Reserve Requirement; and (ii) remit to the Commission,
commencing 4 months prior to the first date of payment of
principal of the Series 2010 B Bonds, if not fully funded upon
issuance of the Series 2010 B Bonds, for deposit in the
Series 2010 B Bonds Reserve Account, an amount equal to
1/120th of the Series 2010 B Bonds Reserve Requirement;
provided that, no further payments shall be made into the
Series 2010 B Bonds Reserve Account when there shall have
been deposited therein, and as long as there shall remain on
deposit therein, an amount equal fo the Series 2010 B Bonds
Reserve Requirement.

(4) The Issuer shall next, on the first day of each
month, transfer from the Revenue Fund and remit to the
Depository Bank for deposit in the Renewal and Replacement
Fund, a sum equal to 2 %% of the Gross Revenues each month,
exclusive of any payments for account of any Reserve Account.
All funds in the Renewal and Replacement Fund shall be kept
apart from all other funds of the Issuer or of the Depository Bank
and shall be invested and reinvested in accordance with
Article VIII hereof. Withdrawals and disbursements may be
made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions to
the System; provided, that any deficiencies in any Reserve
Account (except to the extent such deficiency exists because the
required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the
maximum extent required hereof) shall be promptly eliminated
with monies from the Renewal and Replacement Fund.

Monies in the Series 2010 A Bonds Sinking Fund and Series 2010 B Bonds
Sinking Fund shall be used only for the purposes of paying principal of and interest,
if any, on the Series 2010 A Bonds and Series 2010 B Bonds, respectively, as the
same shall become due. Monies in the Series 2010 A Bonds Reserve Account and
Series 2010 B Bonds Reserve Account shall be used only for the purpose of paying
principal of and interest, if any, on the Series 2010 A Bonds and Series 2010 B
Bonds, respectively, as the same shall come due, when other monies in the
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Series 2010 A Bonds Sinking Fund and Series 2010 B Bonds Sinking Fund are
insufficient therefor, and for no other purpose.

All investment earnings on monies in the Series 2010 A Bonds Sinking Fund,
the Series 2010 A Bonds Reserve Account, the Series 2010 B Bonds Sinking Fund
and the Series 2010 B Bonds Reserve Account shall be returned, not less than once
each year, by the Commission to the Issuer, and such amounts shall, during
construction of the Project, be deposited in the respective Bond Construction Trust
Funds, and following completion of construction of the Project, shall be deposited in
the Revenue Fund and applied in full, first to the next ensuing interest payment, if
any, due on the Series 2010 A Bonds and Series 2010 B Bonds, respectively, and
then to the next ensuing principal payment due thereon, all on a pro rata basis.

Any withdrawals from the Series 2010 A Bonds Reserve Account or Series
2010 B Bonds Reserve Account which result in a reduction in the balance therein to
below the respective Reserve Requirements shall be subsequently restored from the
first Net Revenues available after all required payments have been made in full in the
order set forth above.

As and when additional Bonds ranking on a parity with the Series 2010 Bonds
are issued, provision shall be made for additional payments into the respective
sinking funds sufficient to pay the interest on such additional parity Bonds and
accomplish retirement thereof at maturity and to accumulate a balance in the
appropriate reserve account in an amount equal to the requirement thereof.

The Issuer shall not be required to make any further payments into the
Series 2010 A Bonds Sinking Fund, the Series 2010 A Bonds Reserve Account, the
Series 2010 B Bonds Sinking Fund and the Series 2010 B Bonds Reserve Account
when the aggregate amount of funds therein are at least equal to the respective
aggregate principal amount of the Series 2010 A Bonds and Series 2010 B Bonds
issued pursuant to this Bond Legislation then Outstanding and all interest, if any, to
accrue uniil the maturity thereof.

The Commission is hereby designated as the fiscal agent for the administration
of the Series 2010 A Bonds Sinking Fund, the Series 2010 A Bonds Reserve
Account, the Series 2010 B Bonds Sinking Fund and the Series 2010 B Bonds
Reserve Account created hereunder, and all amounts required for said accounts shall
be remitted to the Commission from the Revenue Fund by the Issuer at the times
provided herein. The Issuer shall make the necessary arrangements whereby required
payments into said accounts shall be automatically debited from the Revenue Fund
and electronically transferred to the Commission on the dates required hereunder.

Monies in the Series 2010 A Bonds Sinking Fund, the Series 2010 A Bonds
Reserve Account, the Series 2010 B Bonds Sinking Fund and the Series 2010 B
Bonds Reserve Account shall be invested and reinvested by the Commission in
accordance with Section 8.01 hereof.
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The Series 2010 A Bonds Sinking Fund, the Series 2010 A Bonds Reserve
Account, the Series 2010 B Bonds Sinking Fund and the Series 2010 B Bonds
Reserve Account shall be used solely and only for, and are hereby pledged for, the
purpose of servicing the Series 2010 A Bonds and Series 2010 B Bonds, respectively,
under the conditions and restrictions set forth herein.

B. The Issuer shall on the first day of each month (if the first day is nota
business day, then the first business day of each month) deposit with the Commission the
required principal, interest, if any, and reserve account payments with respect to the
Series 2010 Bonds and all such payments shall be remitted to the Commission with
appropriate instructions as to the custody, use and application thereof consistent with the
provisions of this Bond Legislation. All remittances made by the Issuer to the Commission
shall clearly identify the fund or account into which each amount is to be deposited. The
Issuer shall also on the first day of each month (if the first day is not a business day, then the
first business day of each month) deposit with the Commission the SRF Administrative Fee
as set forth in the ScheduleY attached to the ARRA Assistance Agreement for the
Series 2010 A Bonds.

C. The Issuer shall complete the “Monthly Payment Form,” a form of
which is attached to the ARRA Assistance Agreement, and submit a copy of said form along
with a copy of its payment check to the Authority by the 5th day of such calendar month.

D. Whenever all of the required and provided transfers and payments from
the Revenue Fund into the several special funds, as hereinbefore provided, are current and
there remains in the Revenue Fund a balance in excess of the estimated amounts required to
be so transferred and paid into such funds during the following month or such other period
as required by law, such excess shall be considered Surplus Revenues. Surplus Revenues
may be used for any lawful purpose of the System.

E. The Issuer shall remit from the Revenue Fund to the Commission, the
Registrar, the Paying Agent or the Depository Bank, on such dates as the respective parties
shall require, such additional sums as shall be necessary to pay their respective charges and
fees then due. In the case of payments to the Commission under this paragraph, the Issuer
shall make the necessary arrangements whereby such required payments shall be
automatically debited from the Revenue Fund and electronically transferred to the
Commission on the dates required.

F. The monies in excess of the maximum amounts insured by FDIC in all
funds and accounts shall at all times be secured, to the full extent thereof in excess of such
insured sum, by Qualified Investments as shall be eligible as security for deposits of state
and municipal funds under the laws of the State.

G. If on any monthly payment date the revenues are insufficient to place
the required amount in any of the funds and accounts as hereinabove provided, the
deficiency shall be made up in the subsequent payments in addition to the payments which
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would otherwise be required to be made into the funds and accounts on the subsequent
payment dates; provided, however, that the priority of curing deficiencies in the funds and
accounts herein shall be in the same order as payments are to be made pursuant to this
Section 5.03, and the Net Revenues shall be applied to such deficiencies before being
applied to any other payments hereunder.

H.  The Gross Revenues of the System shall only be used for purposes of
the System.
ARTICLE VI
BOND PROCEEDS; CONSTRUCTION DISBURSEMENTS
Section 6.01. Application of Bond Proceeds; Pledge of Unexpended

Bond Proceeds. From the monies received from the sale of the Series 2010 Bonds, the
following amounts shall be first deducted and deposited in the order set forth below:

A.  From the proceeds of the Series 2010 A Bonds, there shall first be
deposited with the Commission in the Series 2010 A Bonds Sinking Fund, the amount, if
any, set forth in the Supplemental Resolution as capitalized interest; provided, that such
amount may not exceed the amount necessary to pay interest on the Series 2010 A Bonds
for the period commencing on the date of issuance of the Series 2010 A Bonds and ending
6 months after the estimated date of completion of construction of the Project.

B.  From the proceeds of the Series 2010 B Bonds, there shall first be
deposited with the Commission in the Series 2010 B Bonds Sinking Fund, the amount, if
any, set forth in the Supplemental Resolution as capitalized interest; provided, that such
amount may not exceed the amount necessary to pay interest on the Series 2010 B Bonds for
the period commencing on the date of issuance of the Series 2010 B Bonds and ending
6 months after the estimated date of completion of construction of the Project.

C.  Next, from the proceeds of the Series 2010 A Bonds, there shall be
deposited with the Commission in the Series 2010 A Bonds Reserve Account, the amount, if
any, set forth in the Supplemental Resolution for funding the Series 2010 A Bonds Reserve
Account.

D.  Next, from the proceeds of the Series 2010 B Bonds, there shall be
deposited with the Commission in the Series 2010 B Bonds Reserve Account, the amount, if
any, set forth in the Supplemental Resolution for funding the Series 2010 B Bonds Reserve
Account.

E As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2010 A Bonds, such monies shall be deposited with the Depository
Bank in the Series 2010 Bonds Construction Trust Fund and applied solely to payment of

37
CH5268720




costs of the Project in the manner set forth in Section 6.02 and until so expended, are heleby
pledged as additional security for the Series 2010 A Bonds.

F. As the Issuer receives advances of the remaining monies derived from
the sale of the Series 2010 B Bonds, such monies shall be deposited with the Depository
Bank in the Series 2010 Bonds Construction Trust Fund and applied solely to payment of
costs of the Project in the manner set forth in Section 6.02 and until so expended, are hereby
pledged as additional security for the Series 2010 B Bonds.

G.  After completion of construction of the Project, as certified by the
Consulting Engineers, and all costs have been paid, any remaining proceeds of the
Series 2010 A Bonds and Series 2010 B Bonds shall be applied as directed by the DEP.

Section 6.02. Disbursements From the Bond Construction Trust Fund.

A.  On or before the Closing Date, the Issuer shall have delivered to the
DEP and the Authority a report listing the specific purposes for which the proceeds of the
Series 2010 A Bonds and Series 2010 B Bonds will be expended and the disbursement
procedures for such proceeds, including an estimated monthly draw schedule. Payments of
all Costs of the Project shall be made monthly.

Except as provided in Section 6.01 hereof, disbursements from the Series 2010
Bonds Construction Trust Fund shall be made only after submission to and approval from
the DEP, of a completed and signed “Payment Requisition Form,” a form of which is
attached to the ARRA Assistance Agreement for the Series 2010 A Bonds and Series 2010
B Bonds, in compliance with the construction schedule, and

Pending such application, monies in the Series 2010 Bonds Construction Trust
Fund shall be invested and reinvested in Qualified Investments at the written direction of the
Issuer. '
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ARTICLE V11

ADDITIONAL COVENANTS OF THE ISSUER

Section 7.0]. General Covenants of the Issuer. Al the covenants,
agreements and provisions of this Bond Legislation shall be and constitute valid and legally
binding covenants of the Issuer and shall be enforceable in any court of competent
jurisdiction by any Holder or Holders of the Bonds. In addition to the other covenants,
agreements and provisions of this Bond Legislation, the Issuer hereby covenants and agrees
with the Holders of the Series 2010 Bonds as hereinafter provided in this Article VIL All
such covenants, agreements and provisions shall be irrevocable, except as provided herein,
as long as any of the Series 2010 Bonds or the interest, if any, thereon is Qutstanding and
unpaid.

Section 7.02. Bonds not to be Indebtedness of the Issuer. The payment
of the debt service of the Series 2010 Bonds shall be secured forthwith equally and ratably
with each other by a first lien on the Net Revenues derived from the System. Such Net
Revenues in an amount sufficient to pay the principal of and interest, if any, on and other
payments for the Series 2010 Bonds and to make all other payments provided for in the
Bond Legislation, are hereby irrevocably pledged to such payments as they become due.

Section 7.03. Bonds Secured by Pledge of Net Revenues; Lien Positions
with Respect to Bonds. The payment of the debt service of the Series 2010 Bonds shall be
secured forthwith equally and ratably with each other by a first lien on the Net Revenues
derived from the System, Such Net Revenues in an amount sufficient to pay the principal of
and interest, if any, on and other payments for the Series 2010 Bonds and to make all other
payments provided for in the Bond Legislation, are hereby irevocably pledged to such
payments as they become due.

Section 7.04. Initia] Schedule of Rates and Charges. The Issuer has
obtained any and all approvals of rates and charges required by State law and has taken any
other action required to establish and impose such rates and charges, with all requisite
appeal periods having expired without successful appeal and shall provide an opinion of
counsel to the Issuer of such effect. Such rates and charges shall be sufficient to comply
with the requirements of the ARRA Assistance Agreement and the Issuer shall supply a
certificate of certified public accountant to such effect. The initial schedule of rates and
charges for the services and facilities of the System shall be as set forth and approved and
described in the Recommended Decision of the Public Service Commission of
West Virginia entered November 6, 2009 which became Final Order on November 26, 2009
in Case No. 09-0970-PSD-SCN, and such rates are hereby adopted.

So long as the Series 2010 Bonds are outstanding, the Issuer covenants and
agrees to fix and collect rates, fees and other charges for the use of the System and to take
all such actions necessary to provide funds sufficient to produce the required sums set forth
in the Bond Legislation and in compliance with the ARRA Assistance Agreement. In the
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event the schedule of rates, fees and charges initially established for the System in
connection with the Series 2010 Bonds shall prove to be insufficient to produce the required
sums set forth in this Bond Legislation and the ARRA Assistance Agreement, the Issuer
hereby covenants and agrees that it will, to the extent or in the manner authorized by law,
immediately adjust and increase such schedule of rates, fees and charges and take all such
actions necessary to provide funds sufficient to produce the required sums set forth in this
Bond Legislation and the ARRA Assistance Agreement.

Section 7.05, Sale of the System. So long as the Series 2010 Bonds are
outstanding and except as otherwise required by law or with the written consent of the DEP
and the Authority, the System may not be sold, mortgaged, leased or otherwise disposed of,
except as a whole, or substantially as a whole, and only if the net proceeds to be realized
shall be sufficient to fully pay all the Bonds Outstanding in accordance with Article X
hereof. The proceeds from any such sale, mortgage, lease or other disposition of the System
shall, with respect to the Series 2010 Bonds, immediately be remitted to the Commission for
deposit in the Sinking Funds, and, with the written permission of the DEP and the Authority,
or in the event the Authority is no longer a Bondholder, the Issuer shall direct the
Commission to apply such proceeds to the payment of principal of and interest, if any, on
the Series 2010 Bonds. Any balance remaining after the payment of the Series 2010 Bonds
and interest, if any, thereon shall be remitted to the Issuer by the Commission unless
necessary for the payment of other obligations of the Issuer payable out of the revenues of
the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby
reserves the right to sell, lease or otherwise dispose of any of the property comprising a part
of the System hereinafter determined in the manner provided herein to be no longer
necessary, useful or profitable in the operation thereof. Prior to any such sale, lease or other
disposition of such property, if the amount to be received therefor, together with ali other
amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, is not in excess of $10,000, the Issuer shall, by resolution duly adopted,
determine that such property comprising a part of the System is no longer necessary, useful
or profitable in the operation thereof and may then provide for the sale of such property.
The proceeds of any such sale shall be deposited in the Renewal and Replacement Fund. If
the amount to be received from such sale, lease or other disposition of said property,
together with all other amounts received during the same Fiscal Year for such sales, leases
or other dispositions of such properties, shall be in excess of $10,000 but not in excess of
$50,000, the Issuer shall first, determine upon consultation with the Consulting Engineers
that such property comprising a part of the System is no longer necessary, useful or
profitable in the operation thereof and may then, if it be so advised, by resolution duly
adopted, authorize such sale, lease or other disposition of such property in accordance with
the laws of the State. The proceeds of any such sale shall be deposited in the Renewal and
Replacement Fund. The payment of such proceeds into the Renewal and Replacement Fund
shall not reduce the amount required to be paid into said fund by other provisions of this
Bond Legislation. No sale, lease or other disposition of the properties of the System shall be
made by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such
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properties, shall be in excess of $50,000 and insufficient to pay all Bonds then Outstanding
without the prior approval and consent in writing of the Holders of the Bonds then
Outstanding. The Issuer shall prepare the form of such approval and consent for execution
by the then Holders of the Bonds for the disposition of the proceeds of the sale, lease or
other disposition of such properties of the System.

Section 7.06. Issuance of Other Obligations Payable Qut of Revenues
and General Covenant Against Encumbrances. Except as provided in this Section 7.06 and
Section 7.07 hereof, the Issuer shall not issue any obligations whatsoever payable from the
revenues of the System which rank prior to, or equally, as to lien on and source of and
security for payment from such revenues with the Series 2010 Bonds. All obligations issued
by the Issuer after the issuance of the Series 2010 Bonds and payable from the revenues of
the System, except such additional parity Bonds, shall contain an express statement that
such obligations are junior and subordinate, as to lien on, pledge and source of and security
for payment from such revenues and in all other respects, to the Series 2010 Bonds;
provided, that no such subordinate obligations shall be issued unless all payments required
to be made into all funds and accounts set forth herein have been made and are current at the
time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be
created, any debt, lien, pledge, assignment, encumbrance or any other charge having priority
over or being on a parity with the lien of the Series 2010 Bonds, and the interest thereon, if
any, upon any or all of the income and revenues of the System pledged for payment of the
Series 2010 Bonds and the interest thereon, if any, in this Bond Legislation, or upon the
System or any part thereof.

The Issuer shall give the DEP and the Authority prior written notice of its
issuance of any other obligations to be used for the System, payable from the revenues of
the System or from any grants, or any other obligations related to the Project or the System.

Section 7.07. Parity Bonds. No Parity Bonds, payable out of the
revenues of the System, shall be issued after the issuance of the Series 2010 Bonds pursuant
to this Bond Legislation, without the prior written consent of the Authority and the DEP and
without complying with the conditions and requirements herein provided.

All Parity Bonds issued hereunder shall be on a parity in all respects with the
Series 2010 Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the
costs of the acquisition or construction of additions extensions, improvements or
betterments to the System or refunding any outstanding Bonds, or both such purposes.

No Parity Bonds shall be issued at any time, unless there has been procured
and filed with the Secretary a wrilten statement by the Independent Certified Public
Accountants, reciting the conclusion that the Net Revenues actually derived, subject to the
adjustments hereinafter provided for, from the System during any 12 consecutive months,
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within the 18 months immediately preceding the date of the actual issnance of such Parity
Bonds, plus the estimated average increased annual Net Revenues expected to be received in
each of the 3 succeeding years after the completion of the improvements to be financed by
such Parity Bonds, if any, shall not be less than 115% of the largest aggregate amount that
will mature and become due in any succeeding Fiscal Year for principal of and interest, if
any, on the following:

(1) The Bonds then Outstanding;

(2)  Any Parity Bonds theretofore issued pursnant to the provisions
contained in this Resolution then QOutstanding; and

(3)  The Parity Bonds then proposed to be issued.

The “estimated average increased annual Net Revenues expected to be
received in each of the 3 succeeding years,” as that term is used in the computation provided
in the above paragraph, shall refer only to the increased Net Revenues estimated to be
derived from the improvements to be financed by such Parity Bonds and any increase in
rates adopted by the Issuer and approved by the Public Service Commission of West
Virginia, the time for appeal of which shall have expired prior to the issuance of such Parity
Bonds, and shall not exceed the amount to be stated in a certificate of the Independent
Certified Public Accountants, which shall be filed in the office of the Secretary prior to the
issuance of such Parity Bonds.

The Net Revenues actually derived from the System during the 12-
consecutive-month period herein above referred to may be adjusted by adding to such Net
Revenues such additional Net Revenues which would have been received, in the opinion of
the Independent Certified Public Accountants, on account of increased rates, rentals, fees
and charges for the System adopted by the Issuer, the time for appeal of which shall have
expired prior to issuance of such Parity Bonds.

All covenants and other provisions of this Bond Legislation (except as to
details of such Parity Bonds inconsistent herewith) shall be for the equal benefit, protection
and security of the Holders of the Bonds and the Holders of any Parity Bonds subsequently
issued from time to time within the limitations of and in compliance with this section. All
Bonds, regardless of the time or times of their issuance, shall rank equally with respect to
their lien on the revenues of the System and their source of and security for payment from
said revenues, without preference of any Bond over any other. The Issuer shall comply
fully with all the increased payments into the various funds and accounts created in this
Bond Legislation required for and on account of such Parity Bonds, in addition to the
payments required for Bonds theretofore issued pursuant to this Bond Legislation.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other
obligations subsequently issued, the lien of which on the revenues of the System is subject
to the prior and superior liens of the Series 2010 Bonds on such revenues. The Issuer shall
not issue any obligations whatsoever payable from revenues of the System, or any part
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thereof, which rank prior to or, except in the manner and under the conditions provided in
this section, equally, as to lien on and source of and security for payment from such
revenues, with the Series 2010 Bonds.

No Parity Bonds shall be issued at any time, however, unless all of the
payments into the respective funds and accounts provided for in this Bond Legislation with
respect to the Bonds then Qutstanding, and any other payments provided for in this Bond
Legislation, shall have been made in full as required to the date of delivery of the Parity
Bonds, and the Issuer then be in full compliance with all the covenants, agreements and
terms of this Bond Legislation.

Section 7.08. Books: Records and Audit. The Issuer shalli keep
complete and accurate records of the cost of acquiring the Project site and the costs of
acquiring, constructing and installing the Project. The Issuer shall permit the DEP, the
Authority, or their agents and representatives, to inspect all books, documents, papers and
records relating to the Project and the System at all reasonable times for the purpose of audit
and examination. The Issuer shall submit to the DEP and the Authority such documents and
information as they may reasonably require in connection with the acquisition, construction
and installation of the Project, the operation and maintenance of the System and the
adminjstration of the loan or any grants or other sources of financing for the Project.

The Issuer shall permit the DEP and the Authority, or their agents and
representatives, to inspect all records pertaining to the operation and maintenance of the
System at all reasonable tiines following completion of construction of the Project and
commencement of operation thereof, or, if the Project is an improvement to an existing
system, at any reasonable time following commencement of construction.

The Issuer will keep books and records of the System, which shall be separate
and apart from all other books, records and accounts of the Issuer, in which complete and
correct entries shall be made of all transactions relating to the System, and any Holder of a
Bond or Bonds issued pursuant to this Bond Legislation shall have the right at all reasonable
times to inspect the System and all parts thereof and all records, accounts and data of the
Issuer relating thereto.

The accounting system for the System shall follow current generally accepted
accounting principles and safeguards to the extent allowed and as prescribed by the Public
Service Commission of West Virginia. Separate control accounting records shall be
maintained by the Issuer. Subsidiary records as may be required shall be kept in the manner
and on the forms, books and other bookkeeping records as prescribed by the Governing
Body. The Governing Body shall prescribe and institute the manner by which subsidiary
records of the accounting system which may be installed remote from the direct supervision
of the Governing Body shall be reported to such agent of the Issuer as the Governing Body
shall direct.
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The Issuer shall file with the DEP, the Authority, or any other original
purchaser of the Series 2010 Bonds, and shall mail in each year to any Holder or Holders of
the Series 2010 Bonds, requesting the same, an annual report containing the following:

(A) A statement of Gross Revenues, Operating Expenses, Net Revenues and
Surplus Revenues derived from and relating to the System.

(B) A balance sheet statement showing all deposits in all the funds and
accounts provided for in this Bond Legislation, and the status of all said funds and
accounts.

(C)  The amount of any Bonds, notes or other obligations outstanding.

The Issuer shall also, at least once a year, cause the books, records and
accounts of the System to be audited by Independent Certified Public Accountants (and to
the extent legally required, in compliance with the applicable OMB Circular and the Single
Audit Act, or any successor thereto), and shall mail upon request, and make available
generally, the report of the Independent Certified Public Accountants, or a summary thereof,
to any Holder or Holders of the Series 2010 Bonds, and shall submit said report to the DEP
and the Authority, or any other original purchaser of the Series 2010 Bonds. Such audit
report submitted to the DEP and the Authority shall include a statement that the Issuer is in
compliance with the terms and provisions of the Act, the ARRA Assistance Agreement and
this Bond Legislation and that the revenues of the System are adequate to meet the Issuer’s
Operating Expenses and debt service and reserve requirements.

Subject to the terms, conditions and provisions of the ARRA Assistance
Agreement and the Act, the. Issuer has acquired, or shall do all things necessary to acquire,
the proposed site of the Project and shall do, is doing or has done all things necessary to
construct the Project in accordance with the plans, specifications and designs prepared by
the Consulting Engineers. All real estate and interests in real estate and all personal
property constituting the Project and the Project site heretofore or hereafter acquired shall at
all times be and remain the property of the Issuer.

The Issuer shall permit the DEP and the Authority, or their agents and
representatives, to enter and inspect the Project site and Project facilities at all reasonable
times. Prior to, during and after completion of construction of the Project, the Issuer shall
also provide the DEP and the Authority, or their agents and representatives, with access to
the System site and System facilities as may be reasonably necessary to accomplish all of
the powers and rights of the DEP and the Authority with respect to the System pursuant to
the Act.

The Issuer shall provide the DEP with all appropriate documentation to
comply with any special conditions established by federal and/or state regulations as set
forth in EXHIBIT E of the ARRA Assistance Agreement for the Series 2010 A Bonds and
the Series 2010 B Bonds or as promulgated from time to time.
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Section 7.09. Rates. Prior to the issuance of the Series 2010 Bonds,
equitable rates or charges for the use of and service rendered by the System shall be
established all in the manner and form required by law, and copies of such rates and charges
so established will be continuously on file with the Secretary, which copies will be open to
inspection by all intcrested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from the System sufficient to pay Operating Expenses
and to make the prescribed payments into the funds created hereunder. Such schedule of
rates and charges shall be changed and readjusted whenever necessary so that the aggregate
of the rates and charges will be sufficient for such purposes. In order to assure full and
continuous performance of this covenant, with a margin for contingencies and temporary
unanticipated reduction in income and revenues, the Issuer hereby covenants and agrees that
the schedule of rates or charges from time to time in effect shall be sufficient, together with
other revenues of the System (i) to provide for all Operating Expenses of the System and
(ii) to leave a balance each year equal 10 at least 115% of the maximum amount required in
any year for payment of principal of and interest, if any, on the Series 2010 Bonds and all
other obligations secured by a lien on or payable from such revenues on a parity with or
junior to the Series 2010 Bonds; provided that, in the event that amounts equal to or in
excess of the reserve requirements are on deposit respectively in the Series 2010 A Bonds
Reserve Account, the Series 2010 B Bonds Reserve Account and the reserve accounts for
obligations on a parity with or junior to the Series 2010 Bonds, are funded at least at the
requirement therefor, such balance each year need only equal at least 110% of the maximum
amount required in any year for payment of principal of and interest, if any, on the
Series 2010 Bonds and all other obligations secured by a lien on or payable from such
revenues on a parity with or junior to the Series 2010 Bonds. In any event, the Issuer shall
not reduce the rates or charges for services described in Section 7.04.

Section 7,10. Operating Budget and Monthly Financial Report. The
Issuer shall annually, at least 45 days preceding the beginning of each Fiscal Year, prepare

and adopt by resolution a detailed, balanced budget of the estimated revenues and
expenditures for operation and maintenance of the System during the succeeding Fiscal
Year and shall submit a copy of such budget to the DEP and the Authority within 30 days of
adoption thereof. No expenditures for the operation and maintenance of the System shall be
made in any Fiscal Year in excess of the amounts provided therefor in such budget without a
written finding and recommendation by a professional engineer, which finding and
recommendation shall state in detail the purpose of and necessity for such increased
expenditures for the operation and maintenance of the System, and no such increased
expenditures shafl be made until the Issuer shall have approved such finding and
recommendation by a resolution duly adopted. No increased expenditures in excess of 10%
of the amount of such budget shall be made except upon the further certificate of a
professional engineer that such increased expenditures are necessary for the continued
operation of the System. The Issuer shall mail copies of such annual budget and all
resolutions authorizing increased expenditures for operation and maintenance to the DEP
and the Authority and to any Holder of any Bonds, within 30 days of adoption thereof, and
shall make available such budgets and all resolutions authorizing increased expenditures for
operation and maintenance of the System at all reasonable times to the DEP and the
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Authority and to any Holder of any Bonds, or anyone acting for and in behalf of such
Holder of any Bonds.

Commencing on the date contracts are executed for the acquisition and
construction of the Project and for two years following the completion of the Project, the
Issuer shall each month complete a “Monthly Financial Report,” a form of which is attached
to the respective ARRA Assistance Agreement, and forward a copy of such report to the
DEP and the Authority by the 10th day of each month.

Section 7.11. Engineering Services _and Operating Personnel. The
Issuer will obtain a certificate of the Consulting Engineers in the form attached to the

ARRA Assistance Agreement, stating, among other things, that the Project has been or will
be constructed in accordance with the approved plans, specifications and designs as
submitted to the DEP and the Authority, the Project is adequate for the purposes for which it
was designed, the funding plan as submitted to the DEP and the Authority is sufficient to
pay the costs of acquisition and construction of the Project, and all permits required by
federal and state laws for construction of the Project have been obtained.

The Issuer shall provide and maintain competent and adequate engineering
services satisfactory to the DEP and the Authority covering the supervision and inspection
of the development and construction of the Project, and bearing the responsibility of
assuring that construction conforms to the plans, specifications and designs prepared by the
Consulting Engineers, which have been approved by all necessary governmental bodies.
Such engineer shall certify to the DEP, the Authority and the Issuer at the completion of
construction that construction of the Project is in accordance with the approved plans,
specifications and designs, or amendments thereto, approved by all necessary govemmental
bodies.

The Issuer shall require the Consulting Engineers to submit Recipient As-Built
Plans, as defined in the SRF Regulations, to it within 60 days of the completion of the
Project. The Issuer shall notify the DEP in writing of such receipt. The Issuer shall submit
a “Performance Certificate,” a form of which is attached to the ARRA Assistance
Agreement for the Series 2010 A Bonds and Series 2010 B Bonds as Exhibit A, to the DEP
within 60 days of the end of the first year after the Project is completed.

The Issuer shall require the Consulting Engineers to submit the final Operation
and Maintenance Manual, as defined in the SRF Regulations, to the DEP when the Project is
90% completed. The Issuer shall at all times provide operation and maintenance of the
System in compliance with all State and federal standards.

The Issuer shall employ qualified operating personnel properly certified by the
State before the Project is 50% complete and shall retain such a certified operator to operate
the System during the entire term of the ARRA Assistance Agreement. The Issuer shall
notify the DEP in writing of the certified operator employed at the 50% completion stage.
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The Issuer shall serve the additional customers at the location(s) as set forth in
the Certificate of Engineer. The Issuer shall not reduce the amount of additional customers
served by the project without the prior written approval of the Board of the Water
Development Authority (the “Authority”). Following completion of the Project the Issuer
shall certify to the Authority the number of customers added to the System.

Section 7.12. No Competing Franchise. To the extent Jegally allowable,
the Issuer will not grant or cause, consent to or allow the granting of, any franchise or
permit to any person, firm, corporation, body, agency or instrumentality whatsoever for the
providing of any services which would compete with services provided by the System.

Section 7.13. Enforcement of Collections. The Issuer will diligently
enforce and collect all fees, rentals or other charges for the services and facilities of the
System, and take all steps, actions and proceedings for the enforcement and collection of
such fees, rentals or other charges which shall become delinquent to the full extent
permitted or authorized by the Act, the rules and regulations of the Public Service
Commission of West Virginia and other laws of the State of West Virginia.

Whenever any fees, rates, rentals or other charges for the services and facilities
of the System shall remain unpaid for a period of 20 days after the same shall become due
and payable, the user of the services and facilities shall be delinquent until such time as ajfl
such rates and charges are fully paid. To the extent authorized by the laws of the State and
the rules and regulations of the Public Service Commission of West Virginia, rates, rentals
and other charges, if not paid, when due, shall become a lien on the premises served by the
System. The Issuer further covenants and agrees that, it will, to the full extent permitted by
faw and the rules and regulations promulgated by the Public Service Commission of
West Virginia, discontinue and shut off the services of the System and any services and
facilities of the water system, if so owned by the Issuer, to all users of the services of the
System delinquent in payment of charges for the services of the System and will not restore
such services of either system until all delinquent charges for the services of the System,
plus reasonable interest and penalty charges for the restoration of service, have been fully
paid and shall take all further actions to enforce collections to the maximum extent
permitted by law. If the water facilities are not owned by the lssuer, the Issuer shalil enter
into a termination agreement with the water provider, subject to any required approval of
such agreement by the Public Service Commission of West Virginia and all rules,
regulations and orders of the Public Service Commission of West Virginia.

Section 7.14. No Free Services. Except as required by law, the Issuer
will not render or cause to be rendered any free services of any nature by the System, nor
will any preferential rates be established for users of the same class; and in the event the
Issuer, or any department, agency, instrumentality, officer or employee of the Issuer shall
avail itself or themselves of the facilities or services provided by the System, or any part
thereof, the same rates, fees or charges applicable to other customers receiving like services
under similar circumstances shall be charged the Issuer and any such department, agency,
instrumentality, officer or employee. The revenues so received shall be deemed to be
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revenues derived from the operation of the System, and shall be deposited and accounted for
in the same manner as other revenues derived from such operation of the System.

Section 7.15. Insurance and Construction Bonds. A. The Issuer hereby

covenants and agrees that so long as the Bonds remain Outstanding, the Issuer will, as an
Operating Expense, procure, carry and maintain insurance with a reputable insurance carrier
or carriers as is customarily covered with respect to works and properties similar to the
System. Such insurance shall initially cover the following risks and be in the following
amounts:

CH5268720

(1) FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions of
the System in an amount equal to the actual cost thereof. In time of war the Issuer
will also carry and maintain insurance to the extent available against the risks and
hazards of war. The proceeds of all such insurance policies shall be placed in the
Renewal and Replacement Fund and used only for the repairs and restoration of the
damaged or destroyed properties or for the other purposes provided herein for the
Renewal and Replacement Fund. The Issuer will itself, or will require each
contractor and subcontractor to, obtain and maintain builder’s risk insurance (fire and
extended coverage) to protect the interests of the Issuer, the Authority, the prime
contractor and all subcontractors as their respective interests may appear, in
accordance with the ARRA Assistance Agreement, during construction of the Project
on a 100% basis (completed value form) on the insurable portion of the Project, such
insurance to be made payable to the order of the Authority, the Issuer, the contractors
and subcontractors, as their interests may appear.

(2) PUBLIC LIABILITY INSURANCE, with limits of not less than
$1,000,000 per occurrence to protect the Issuer from claims for bodily injury and/or
death and not less than $500,000 per occurrence from claims for damage to property
of others which may arise from the operation of the System, and insurance with the
same limits to protect the Issuer from claims arising out of operation or ownership of
motor vehicles of or for the System,

(3) WORKER’'S COMPENSATION COVERAGE FOR  ALL
EMPLOYEES OF OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND
PERFORMANCE AND PAYMENT BONDS, such bonds to be in the amounts of
100% of the construction contract and to be required of each contractor contracting
directly with the Issuer, and such payment bonds will be filed with the Clerk of The
County Commission of the County in which such work is to be performed prior to
commencement of construction of the Project in compliance with West Virginia
Code, Chapter 38, Article 2, Section 39.

(4) FLOOD INSURANCE, if the facilities of the System are or will be

located in designated special flood or mudslide-prone areas and to the extent
available at reasonable cost to the Issuer.
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(5) BUSINESS INTERRUPTION INSURANCE, to the extent available at
reascnable cost to the [ssuer.

(6) FIDELITY BONDS will be provided as to every officer, member and
employee of the Issuer or the Governing Body having custody of the revenues or of
any other funds of the System, in an amount at least equal to the total funds in the
custody of any such person at any one time.

B. The Issuer shall require all contractors engaged in the construction of
the Project to furnish a performance bond and a payment bond, each in an amount equal to
100% of the contract price of the portion of the Project covered by the particular contract as
security for the faithful performance of such contract. The Issuer shall verify such bonds
prior to commencement of construction.

‘The Issuer shall also require all contractors engaged in the construction of the
Project to carry such worker’s compensation coverage for all employees working on the
Project and public liability insurance, vehicular liability insurance and property damage
insurance in amounts adequate for such purposes and as is customarily carried with respect
to works and properties similar to the Project; provided that the amounts and terms of such
coverage are satisfactory to the Authority and the DEP and the Issuer shall verify such
insurance prior to commencement of construction. In the event the ARRA Assistance
Agreement so require, such insurance shall be made payable to the order of the Authority,
the Issuer, the prime contractor and alf subcontractors, as their interests may appear.

Section 7.16. Mandatory _Connections. The mandatory use of the
System is essential and necessary for the protection and preservation of the public health,
comfort, safety, convenience and welfare of the inhabitants and residents of, and the
economy of, the Issuer and in order to assure the rendering harmless of sewage and water-
borne waste matter produced or arising within the territory served by the System.
Accordingly, every owner, tenant or occupant of any house, dwelling or building located
near the System, where sewage will flow by gravity or be transported by such other methods
approved by the State Division of Health from such house, dwelling or building into the
System, to the extent permitted by the laws of the State and the rules and regulations of the
Public Service Commission of West Virginia, shall connect with and use the System and
shall cease the use of all other means for the collection, treatment and disposal of sewage
and waste matters from such house, dwelling or building where there is such gravity flow or
transportation by such other method approved by the State Division of Health and such
house, dwelling or building can be adequately served by the System, and every such owner,
tenant or occupant shall, after a 30-day notice of the availability of the System, pay the rates
and charges established therefor.

Any such house, dwelling or building from which emanates sewage or water-
borne waste matter and which is not so connected with the System is hereby declared and
found to be a hazard to the health, safety, comfort and welfare of the inhabitants of the
Issuer and a public nuisance which shall be abated to the extent permitted by law and as
promptly as possible by proceedings in a court of competent jurisdiction.

49
CH5268720



Section 7.17. Completion and Qperation of Project; Permits and Orders.
The Issuer will complete the Project as promptly as possible and operate and maintain the
System as a revenue-producing utility in good condition and in compliance with all federal
and state requirements and standards.

The Issuer has obtained all permits required by State and federal laws for the
acquisition and construction of the Project and all orders and approvals from the Public
Service Commission of West Virginia necessary for the acquisition and construction of the
Project, the operation of the System and all approvals for issuance of the Bonds required by
State law, with all requisite appeal periods having expired without successful appeal and the
Issuer shall provide an opinion of counsel to such effect.

Section 7.18. Reserved.

Section 7.19. Statutory Mortgage Lien. For the further protection of the
Holders of the Series 2010 Bonds, a statutory mortgage lien upon the System is granted and
created by the Act, which statutory mortgage lien is hereby recognized and declared to be
valid and binding, shall take effect immediately upon delivery of the Series 2010 Bonds.

Section 7.20. Compliance with ARRA Assistance Agreement and Law.
The Issuer shall perform, satisfy and comply with all the terms and conditions of the ARRA
Assistance Agreement and the Act. Notwithstanding anything herein to the contrary, the
Issuer will provide the DEP with copies of all documents submitted to the Authority.

The Issuer also agrees to comply with all applicable laws, rules and
regulations issued by the DEP, the Authority or other state, federal or focal bodies in regard
to the acquisition and construction of the Project and the operation, maintenance and use of
the System.

The lssuer shall perform an annual maintenance audit which shall be
submitted to the Authority and the Public Service Commission of the West Virgina.

Section 7.21. Securities Laws Compliance. The Issuer will provide the
Authority, in a timely manner, with any and all information that may be requested of it
(including its annual audit report, financial statements, related information and notices of
changes in usage and customer base) so that the Authority may comply with the provisions
of SEC Rule 15¢2-12 (17 CFR Part 240).

Section 7.22. Contracts; Change Orders, Public Releases. A. The
Issuer shall, simultaneously with the delivery of the Series 2010 Bonds or immediately
thereafter, enter into written contracts for the immediate acquisition or construction of the
Project.

B. The Issuer shall submit all proposed change orders to the DEP for written
approval. The Issuer shall obtain the written approval of the DEP before expending any
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proceeds of the Series 2010 Bonds held in “contingency” as set forth in the respective
schedules attached to the certificate of the Consulting Engineer. The Issuer shall also obtain
the written approval of the DEP before expending any proceeds of the Series 2010 Bonds
made available due to bid or construction or project underruns.

C. The Issuer shall list the funding provided by the DEP and the Authority in
any press release, publication, program bulletin, sign or other public communication that
references the Project, including but not limited to any program document distributed in
conjunction with any ground breaking or dedication of the Project.

ARTICLE VIIT

INVESTMENT OF FUNDS; USE OF PROCEEDS

Section 8.01.  Investments. Any monies held as a part of the funds and
accounts created by this Bond Legislation other than the Revenue Fund, shall be invested
and reinvested by the Commission, the Depository Bank, or such other bank or national
banking association holding such fund or account, as the case may be, at the written
direction of the Issuer in any Qualificd Investments to the fullest extent possible under
applicable laws, this Bond Legislation, the need for such monies for the purposes set forth
herein and the specific restrictions and provisions set forth in this Section 8.01.

Any investment shall be held in and at all times deemed a part of the fund or
account in which such monies were originally held, and the interest accruing thereon and
any profit or loss realized from such investment shall be credited or charged to the
appropriate fund or account. The investments held for any fund or account shall be valued
at the lower of cost or then current market value, or at the redemption price thereof if then
redeemable at the option of the holder, including the value of accrued interest and giving
effect to the amortization of discount, or at par if such investment is held in the
“Consolidated Fund.” The Commission shall sell and reduce to cash a sufficient amount of
such investments whenever the cash balance in any fund or account is insufficient to make
the payments required from such fund or account, regardless of the loss on such liquidation.
The Depository Bank, or such other bank or national banking association, as the case may
be, may make any and all investments permitted by this section through its own bond
department and shall not be responsible for any losses from such investments, other than for
its own negligence or wiliful misconduct.

The Depository Bank shall keep complete and accurate records of all funds,
accounts and investments, and shall distribute to the Issuer, at least once each year, or more
often as reasonably requested by the Issuer, a summary of such funds, accounts and
investment earnings. The Issuer shall retain all such records and any additional records with
respect to such funds, accounts and investment earnings so long as any of the Series 2010
Bonds are Outstanding and as long thereafter as necessary to assure the exclusion of
interest, if any, on the Series 2010 Bonds from gross income for federal income tax
purposes.
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Section 8.02. Certificate as to Use of Progeeds; Covenants as to Use of
Proceeds. The Issuer shall deliver a certificate as to use of proceeds or other similar
certificate to be prepared by nationally recognized bond counsel relating to restrictions on
the use of proceeds of the Series 2010 Bonds as a condition to issuance of the Series 2010
Bonds. In addition, the Issuer covenants (i) to comply with the Code and all Regulations
from time to time in effect and applicable to the Series 2010 Bonds as may be necessary in
order to maintain the status of the Series 2010 Bonds as public purpose bonds; (ii) that it
shall not take, or permit or suffer to be taken, any action with respect to the Issuer’s use of
the proceeds of the Series 2010 Bonds which would cause any bonds, the interest on which
is exempt from federal income taxation under Section 103(a) of the Code, issued by the
Authority or the DEP, as the case may be, from which the proceeds of the Series 2010
Bonds are derived, to lose their status as tax-exempt bonds; and (iii) to take such action, or
refrain from taking such action, as shall be deemed necessary by the Issuer, or requested by
the Authority or the DEP, to ensure compliance with the covenants and agreements set forth
in this Section, regardless of whether such actions may be contrary to any of the provisions
of this Resolution.

The Issuer shall annually furnish to the Authority information with respect to
the Issuer’s use of the proceeds of the Series 2010 Bonds and any additional information
requested by the Authority.

ARTICLE IX
DEFAULT AND REMEDIES

Section 9.01.  Events of Default. Each of the following events shall
constitute an “Event of Default” with respect to the Series 2010 Bonds:

(1)  If default occurs in the due and punctual payment
of the principal of or interest, if any, on the Series 2010 Bonds;
or

(2)  If default occurs in the Issuer’s observance of any
of the covenants, agreements or conditions on its part relating to
the Series 2010 Bonds set forth in this Bond Legislation, any
supplemental resolution or in the Series 2010 Bonds, and such
default shall have continued for a period of 30 days after the
Issuer shall have been given written notice of such default by the
Commission, the Depository Bank, Registrar or any other Paying
Agent or a Holder of a Bond; or

(3)  If the Issuer files a petition seeking reorganization
or arrangement under the federal bankrupicy laws or any other
applicable law of the United States of Amierica.
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Section 9.02. Remedies. Upon the happening and continuance of any
Event of Default, any Registered Owner of a Bond may exercise any available remedy and
bring any appropriate action, suit or proceeding to enforce his or her rights and, in
particular, (i) bring suit for any unpaid principal or interest then due, (ii) by mandamus or
other appropriate proceeding enforce all rights of such Registered Owners including the
right to require the Issuer to perform its duties under the Act and the Bond Legislation
relating thereto, including but not limited to the making and collection of sufficient rates or
charges for services rendered by the System, (iii) bring suit upon the Bonds, (iv) by action at
law or bill in equity require the Issuer to account as if it were the trustee of an express trust
for the Registered Owners of the Bonds, and (v) by action or bill in equity enjom any acts in
violation of the Bond Legislation with respect to the Bonds, or the rights of such Registered
Owners.

Section 9.03.  Appointment of Receiver. Any Registered Owner of a

Bond may, by proper legal action, compel the performance of the duties of the Issuer under
the Bond Legislation and the Act, including, the completion of the Project and after
commencement of operation of the System, the making and collection of sufficient rates and
charges for services rendered by the System and segregation of the revenues therefrom and
the application thereof. If there be any Event of Default with respect to such Bonds, any
Registered Owner of a Bond shall, in addition to all other remedies or rights, have the right
by appropriate legal proceedings to obtain the appointment of a receiver to administer the
System or to complete the acquisition and construction of the Project on behalf of the Issuer,
with power to charge rates, rentals, fees and other charges sufficient to provide for the
payment of Operating Expenses of the System, the payment of the Bonds and interest and
the deposits into the funds and accounts hereby established, and to apply such rates, rentals,
fees, charges or other revenues in conformity with the provisions of this Bond Legislation
and the Act.

The receiver so appointed shall forthwith, directly or by his or her or its agents
and attorneys, enter into and upon and take possession of all facilities of said System and
shall hold, operate and maintain, manage and control such facilities, and cach and every part
thereof, and in the name of the Issuer exercise all the rights and powers of the Issuer with
respect to said facilities as the Issuer itself might exercise.

Whenever all that is due upon the Bonds and interest thereon and under any
covenants of this Bond Legislation for reserve, sinking or other funds and upon any other
obligations and interest thereon having a charge, lien or encumbrance upon the revenues of
the System shall have been paid and made good, and all defauits under the provisions of this
Bond Legislation shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any
subsequent default, any Registered Owner of any Bonds shall have the same right to secure
the further appointment of a receiver upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon
him or her or it, shall be under the direction and supervision of the court making such
appointment, shall at all times be subject to the orders and decrees of such court and may be
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removed thereby, and a successor receiver may be appointed in the discretion of such court.
Nothing herein contained shall limit or restrict the jurisdiction of such court to enter such
other and further orders and decrees as such court may deem necessary or appropriate for
the exercise by the receiver of any function not specifically set forth herein.

Any receiver appointed as provided herein shall hold and operate the System
in the name of the Issuer and for the joint protection and benefit of the Issuer and Registered
Owners of the Bonds. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the
System, but the authority of such receiver shall be limited to the completion of the Project
and the possession, operation and maintenance of the System for the sole purpose of the
protection of both the Issuer and Registered Owners of such Bonds and the curing and
making good of any Event of Default with respect thereto under the provisions of this Bond
Legislation, and the title to and ownership of the System shall remain in the Issuer, and no
court shall have any jurisdiction to enter any order or decree permitting or requiring such
receiver to sell, assign, mortgage or otherwise dispose of any assets of the System.

ARTICLE X
PAYMENT OF BONDS

Section 10.01. Payment of Bonds. If the Issuer shall pay or there shall
otherwise be paid to the Holders of the Series 2010 Bonds, the principal of and interest, if
any, due or to become due thereon, at the times and in the manner stipulated therein and in
this Bond Legislation, then the pledge of Net Revenues and other monies and securities
pledged under this Bond Legislation and all covenants, agreements and other obligations of
the Issuer to the Registered Owners of the Series 2010 Bonds shall thereupon cease,
terminate and become void and be discharged and satisfied, except as may.otherwise be
necessary to assure the exclusion of interest, if any, on the Series 2010 Bonds from gross
income for federal income tax purposes.
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ARTICLE XI

MISCELLANEOUS

Section 11.01. Amendment or Modification of Bond Legislation. Prior to
issuance of the Series 2010 Bonds, this Resclution may be amended or supplemented in any

way by the Supplemental Resolution. Following issuance of the Series 2010 Bonds, no
material modification or amendment of this Resolution, or of any resolution amendatory or
supplemental hereto, that would materially and adversely affect the rights of Registered
Owners of the Series 2010 Bonds shall be made without the consent in writing of the
Registered Owners of the Series 2010 Bonds so affected and then Outstanding; provided,
that no change shall be made in the maturity of any Bond or Bonds or the rate of interest
thereon, or in the principal amount thereof, or affecting the unconditional promise of the
Issuer to pay such principal and interest, if any, out of the funds herein respectively pledged
therefor without the consent of the Registered Owner thereof. No amendment or
modification shall be made that would reduce the percentage of the principal amount of
Bonds, required for consent to the above-permitted amendments or modifications.
Notwithstanding the foregoing, this Bond Legislation may be amended without the consent
of any Bondholder as may be necessary to assure compliance with Section 148(f) of the
Code relating to rebate requirements or otherwise as may be necessary to assure the
exclusion of interest, if any, on the Series 2010 Bonds from gross income of the holders
thereof.

Section 11.02. Bond Legislation Constitutes Contract. The provisions of
the Bond Legislation shall constitute a contract between the Issuer and the Registered
Owners of the Series 2010 Bonds, and no change, variation or alteration of any kind of the
provisions of the Bond Legislation shall be made in any manner, except as in this Bond
Legislation provided.

Section 11.03. Severability _of Invalid Provisions. If any section,
paragraph, clause or provision of this Resolution should be held invalid by any court of
competent jurisdiction, the invalidity of such section, paragraph, clause or provision shall
not affect any of the remaining provisions of this Resolution, the Supplemental Resolution,
or the Series 2010 Bonds.

Section 11.04. Headings, Etc. The headings and catchlines of the articles,
sections and subsections hereof are for convenience of reference only, and shall not affect in
any way the meaning or interpretation of any provision hereof.

Section 11.05. Conflicting Provisions Repealed. All orders or resolutions,
or parts thereof, in conflict with the provisions of this Resolution are, to the extent of such
conflict, hereby repealed.
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Section 11.06. Covenant of Due Procedure, Etc. The Issuer covenants that
all acts, conditions, things and procedures required to exist, to happen, to be performed or to
be taken precedent to and in the adoption of this Resolution do exist, have happened, have
been performed and have been taken in regular and due time, form and manner as required
by and in full compliance with the laws and Constitution of the State of West Virginia
applicable thereto; and that the Chairman, Secretary and members of the Governing Body
were at all times when any actions in connection with this Resolution occurred and are duly
in office and duly qualified for such office.

Section 11.07. Effective Date.  This Resolution shall take effect
immediately upon adoption.

[Remainder of Page Intentionally Blank]
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Adopted this 7th day of January, 2010,
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CERTIFICATION
Certified a true copy of a Resolution duly adopted by the Public Service Board
of CANAAN VALLEY PUBLIC SERVICE DISTRICT on the 7th day of January, 2031 0.

Dated; January 22, 2010.

R

| '.'._,j{‘SE'ALA]:'-

Leoni s Leell
Secretary
124050.00001
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EXHIBIT A

ARRA Assistance Apreement included in bond transcript as Documents 3.
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Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B

(West Virginia SRF Program/ARRA)

SUPPLEMENTAL RESOLUTION

SUPPLEMENTAL RESOLUTION PROVIDING AS TO
PRINCIPAL AMOUNTS, DATES, MATURITY DATES,
REDEMPTION  PROVISIONS, INTEREST  RATES,
INTEREST AND PRINCIPAL. PAYMENT DATES, SALE
PRICES AND OTHER TERMS OF THE SEWER REVENUE
BONDS, SERIES2010 A (WESTVIRGINIA  SRF
PROGRAM); AND SEWER REVENUE BONDS, SERIES
2010 B (WEST VIRGINIA SRF PROGRAM/ARRA), OF
CANAAN VALLEY PUBLIC SERVICE DISTRICT;
APPROVING AND RATIFYING THE ARRA ASSISTANCE
AGREEMENT RELATING TO SUCH BONDS AND THE
SALE AND DELIVERY OF SUCH BONDS TO THE
WEST VIRGINIA WATER DEVELOPMENT AUTHORITY;
DESIGNATING A REGISTRAR, PAYING AGENT AND
DEPOSITORY BANK; AND MAKING OTHER PROVISIONS
AS TO THE BONDS.

WHEREAS, the Public Service Board (the “Governing Body”) of Canaan
Valley Public Service District (the “Issuer”) has duly and officially adopted a bond
resolution on January 7, 2010 (the “Bond Resolution” or the “Resolution”), entitled:

RESOLUTION AUTHORIZING THE ACQUISITION AND
CONSTRUCTION OF A PUBLIC SEWERAGE SYSTEM OF
CANAAN VALLEY PUBLIC SERVICE DISTRICT AND THE
FINANCING OF THE COST, NOT OTHERWISE PROVIDED,
THEREOF THROUGH THE ISSUANCE BY THE DISTRICT
OF $2,965,216 IN AGGREGATE PRINCIPAL. AMOUNT OF
SEWER REVENUE BONDS, SERIES2010 A (WEST
VIRGINIA SRF PROGRAM), AND §$1,958,455 |IN
AGGREGATE PRINCIPAL AMOUNT OF SEWER
REVENUE BONDS, SERIES 2010 B (WEST VIRGINIA SRF
PROGRAM/ARRA); PROVIDING FOR THE RIGHTS AND
REMEDIES OF AND SECURITY FOR THE REGISTERED



OWNERS OF SUCH BONDS; AUTHORIZING EXECUTION
AND DELIVERY OF ALL DOCUMENTS RELATING TO
THE ISSUANCE OF SUCH BONDS; APPROVING,
RATIFYING AND CONFIRMING ARRA ASSISTANCE
AGREEMENT  RELATING TO SUCH  BONDS;
AUTHORIZING THE SALE AND PROVIDING FOR THE
TERMS AND PROVISIONS OF SUCH BONDS AND
ADOPTING OTHER PROVISIONS RELATING THERETO.

WHEREAS, capitalized terms used herein and not otherwise defined herein
shall have the same meaning set forth in the Bond Resolution when used herein,

WHEREAS, the Bond Resolution provides for the issuance of Sewer Revenue
Bonds, Series 2010 A (West Virginia SRF Program) and Sewer Revenue Bonds, Series
2010 B (West Virginia SRF Program/ARRA), of the Issuer (collectively, the “Bonds” and
individually, the “Series 2010 A Bonds”; and the “Series 2010 B Bonds™), in the respective
aggregate principal amounts not to exceed $2,965,216 and $1,958,455, and has authorized
the execution and delivery of the ARRA Assistance Agreement relating to the Series 2010
A Bonds and Series 2010 B Bonds, by and among the Issuer, the West Virginia Water
Development Authority (the “Authority”) and the West Virginia Department of
Environmental Protection (the “DEP™) (the “ARRA Assistance Agreement”), all in
accordance with Chapter 16, Article 13A and Chapter 22C, Article 2 of the West Virginia
Code of 1931, as amended (collectively, the “Act™); and in the Bond Resolution it is
provided that the form of the ARRA Assistance Agreement and the exact principal amounts,
dates, maturity dates, redemption provisions, interest rates, interest and principal payment
dates, sale prices and other terms of the Bonds should be established by a supplemental
resolution pertaining to the Bonds; and that other matters relating to the Bonds be herein
provided for;

WHEREAS, the ARRA Assistance Agreement has been presented to the
Issuer at this meeting;

WHEREAS, the Bonds are proposed to be purchased by the Authority
pursuant to the ARRA Assistance Agreement; and

WHEREAS, the Governing Body deems it essential and desirable that this
supplemental resolution (the “Supplemental Resolution”) be adopted, that the ARRA
Assistance Agreement be approved and ratified by the Issuer, that the exact principal
amounts, the dates, the maturity dates, the redemption provisions, the interest rates, the
interest and principal payment dates, the sale prices and other terms of the Bonds be fixed
hereby in the manner stated herein, and that other matters relating to the Bonds be herein
provided for;

NOW, THEREFORE, BE IT RESOLVED BY THE GOVERNING BODY
OF CANAAN VALLEY PUBLIC SERVICE DISTRICT:



Section 1.  Pursuant to the Bond Resolution and the Act, this Supplemental
Resolution is adopted and there are hereby authorized and ordered to be issued the
following bonds of the Issuer:

A. Sewer Revenue Bonds, Series 2010 A (West Virginia SRF
Program), of the Issuer, originally represented by a single Bond, numbered AR-1, in the
principal amount of $2,965,216. The Series 2010 A Bonds shall be dated the date of
delivery thereof, shall finally mature December 1, 2049, and shall bear no interest. The
principal of the Series 2010 A Bonds shall be payable quarterly, on March 1, June I,
September 1 and December 1 of each year, commencing March 1, 2012, to and including
December 1, 2049, and in the amounts as set forth in the “Schedule Y aitached to the
ARRA Assistance Agreement and incorporated in and made a part of the Series 2010 A
Bonds. The Series 2010 A Bonds shall be subject to redemption upon the written consent of
the Authority and the DEP, and upon payment of the redemption premium, if any, and
otherwise in compliance with the ARRA Assistance Agreement, so long as the Authority
shall be the registered owner of the Series 2010 A Bonds. This Bond is not subject to the
SRF Administrative Fee.

: B. Sewer Revenue Bonds, Series 2010 B (West Virginia SRF
Program/ARRA), of the Issuer, originally represented by a single Bond, numbered BR-1, in
the principal amount of $1,958,455. The Series 2010 B Bonds shall be dated the date of
delivery thereof, shall finally mature December 1, 2021, and shall bear no interest. The
principal of the Series 2010 B Bonds shall be forgivable quarterly, on March 1, June 1,
September 1 and December 1 of each year, commencing March 1, 2012, to and including
December 1, 2021, and in the amounts as set forth in the “Schedule Y” attached to the
~ ARRA Assistance Agreement and incorporated in and made a part of the Series 2010 B
Bonds. The Series 2010 B Bonds shall be subject to redemption upon the written consent of
the Authority and the DEP, and upon payment of the redemption premium, if any, and
otherwise in compliance with the ARRA Assistance Agreement, so long as the Authority
shall be the registered owner of the Series 2010 B Bonds.

Section 2.  All other provisions relating to the Bonds and the text of the
Bonds shall be in substantially the form provided in the Bond Resolution.

Section 3. The Issuer does hereby authorize, approve, ratify and accept the
ARRA Assistance Agreement, copies of which are incorporated herein by reference, and the
execution and delivery of the ARRA Assistance Agreement by the Chairman, and the
performance of the obligations contained therein, on behalf of the Issuer, are hereby
authorized, directed, ratified and approved. The Issuer hereby affirms all covenants and
representations made in the ARRA Assistance Agreement and in the applications to the
DEP and the Authority. The price of the Bonds shall be 100% of par value, there being no
interest accrued thereon, provided that the proceeds of the Bonds shall be advanced from
time to time as requisitioned by the Issuer.

Section 4. The Issuer does hereby appoint and designate The Huntington
Nationa! Bank, Charleston, West Virginia, to serve as Registrar (the “Registrar”) for the
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Bonds under the Bond Resolution and does approve and accept the Registrar’s Agreement
to be dated the date of delivery of the Bonds, by and between the Issuer and the Registrar,
and the execution and delivery of the Registrar’s Agreement by the Chairman, and the
performance of the obligations contained therein, on behalf of the I[ssuer, are hereby
authorized, approved and directed.

Section 5. The Issuer does hereby appoint and designate the West Virginia
Municipal Bond Commission, Charleston, West Virginia, to serve as Paying Agent for the
Bonds under the Bond Resolution.

Section 6. The Issuer does hereby appoint and designate Grant County
Bank, Petersburg, West Virginia, to serve as Depository Bank under the Bond Resolution.

Section 7.  Series 2010 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2010 A Bonds Sinking Fund, as capitalized interest.

Section 8.  Series 2010 A Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2010 A Bonds Reserve Account.

Section 9.  Series 2010 B Bonds proceeds in the amount of $-0- shall be
deposited in the Series 2010 B Bonds Reserve Account.

Section 10. Series 2010 B Bonds proceeds im the amount of $-0- shall be
deposited in the Series 2010 B Bonds Sinking Fund, as capitalized interest.

Section 11. The balance of the proceeds of the Series 2010 A Bonds and
Series 2010 B Bonds shall be deposited in or credited to the Series 2010 Bonds
Construction Trust Fund for payment of the costs of the Project, including, without
fimitation, costs of issuance of the Series 2010 Bonds and related costs.

Section 12. The Chairman and Secretary are hereby authorized and directed
to execute and deliver such other documents, agreements, instruments and certificates
required or desirable in connection with the Bonds to be issued hereby and by the Bond
Resolution approved and provided for, to the end that the Bonds may be delivered on or
about January 22, 2010, to the Authority pursuant to the ARRA Assistance Agreement.

Section 13. The acquisition and construction of the Project and the financing
thereof in part with proceeds of the Bonds are in the public interest, serve a public purpose
of the [ssuer and will promote the health, welfare and safety of the residents of the Issuer.

Section 14. The Issuer hereby determines that it is in the best interest of the
Issuer to invest all moneys in the funds and accounts established by the Bond Resolution
held by the Depository Bank until expended, in repurchase agreements or time accounts,
secured by a pledge of Government Obligations, and therefore, the Issuer hereby directs the
Depository Bank to take such actions as may be necessary to cause such moneys to be
invested in such repurchase agreements or time accounts, until further directed in writing by
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the Issuer. Moneys in the Sinking Funds and the Reserve Accounts shall be invested by the
West Virginia Municipal Bond Commission in the West Virginia Consolidated Fund.

Section 16. The Special Conditions of the ARRA Assistance Agreement are
attached as Exhibit A and are hereby agreed to and incorporated herein.

Section 17. This Supplemental Resolution shall be effective immediately
following adoption hereof.

[Remainder of Page Intentionally Blank]



Adopted this 7th day of January, 2010.

CANAAN VALLEY PUBLIC SERVICE DISTRICT

By;@% f%;‘%% j>
Jts;_Chat ij'—‘/

: irman



CERTIFICATION

Certified a true copy of a Supplemental Resolution duly adopted by the Public
Service Board of Canaan Valley Public Service District on the 7th day of January, 2010.

Dated: January 22, 2010.

[SEAL]

Secretary
12.23.2009
124050.00001



EXHIBIT A

SPECIAL CONDITIONS — ARRA FUNDED PROJECTS

The Local Government shall include the following covenants in its bond authorizing
documents:

A, PUBLIC RELEASE REQUIREMENT -~ The Local Government
agrees to include, when issuing statements, press releases, requests for proposals, bid
solicitations, groundbreaking or project dedication program documents and other documents
describing projects or programs funded in whole or in part with Federal money, (1) the
percentage of the total costs of the program or project which will be financed with Federal
money, (2) the dollar amount of Federal funds for the project or program, and (3) percentage
and dollar amount of the total costs of the project or program that will be financed by non-
governmental sources.

B. AUDIT REQUIREMENT (Supplement to Article IV 4.1 (b) (xi)) —
Effective October 1, 2003, the Local Government that receives $500,000 or more (in federal
funds) in a fiscal year must obtain audits in accordance with the Single Audit Act and the
applicable OMB Circular or any successor thereto. Financial statement audits are required
once all funds have been received by the Local Government.

C. BUY AMERICAN CERTIFICATION — The Local Government
shall cause the contractor(s) to comply with, and provide certification of, the Buy American
provisions of the ARRA in accordance with final guidance from the EPA.

D. ASSET MANAGEMENT - The Local Government shall develop
and implement an asset management plan in accordance with guidelines issued by DEP and
as approved by DEP. New systems shall submit the asset management plan to DEP when
the Project is complete. Existing systems shall submit the asset management plan to DEP
within six months following completion of the Project.

E. CONTRACTS — The Local Government shall enter into contracts
or commence construction by January 28, 2010.

F. LOGO — The Local Government must display the ARRA logo in a
manner that informs the public that the project is an ARRA investment.

G. LOBBYING - The Local Government shafl comply with Title 40
CFR Part 34, New Restrictions on Lobbying and shall submit certification and disclosure
forms as required by DEP.

H. PURCHASING REQUIREMENTS - The Local Government shail
comply with Section 6002 of the Resource Conservation and Recovery Act (RCRA) (42
U.S.C. 6962). Regulations issued under RCRA Section 6002 apply to any acquisition of an
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item where the purchase price exceeds $10,000 or where the quantity of such items acquired
in the course of the preceding fiscal year was $10,000 or more. RCRA Section 6002
requires that preference be given in procurement programs to the purchase of specific
products containing recycled materials identified in guidelines developed by EPA. These
guidelines are listed in 40 CFR 247.

L SUSPENSION AND DEBARMENT ~ The Local Government
shall comply with Subpart C of 2 CFR Part 180 and.2 CFR Part 1532, entitled
“Responsibilities of Participants Regarding Transactions (Doing Business with Other
Persons). To the extent required by DEP, the Local Government shall provide certifications
as to compliance.

L. REPORTING ~ The Local Government shail comply with all
requests for data related to the use of the funds provided under this agreement, including the
information required in section 1512 of ARRA when requested by DEP.

K. INSPECTOR GENERAL REVIEWS — The Local Government
shall allow any appropriate representative of the Office of US Inspector General to (1)
examine its records relating to the Project and this ARRA Assistance Agreement and (2)
interview any officer or employee of the Local Government.

L. FALSE CLAIMS — The Local Government must promptly refer to
EPA’s Inspector General any credible evidence that a principal, employee, agent, sub-
grantee contractor, subcontractor, loan recipient, or other person has submitted a false claim
under the False Claims Act or has committed a criminal or civil violation of laws pertaining
to fraud, conflict of interest, bribery, gratuity, or similar misconduct involving funds
provided under this ARRA Assistance Agreement.

M. LIMIT ON FUNDS -- The Local Government shall not use funds
for particular activities for any casino or other gambling establishment, agquarium, zoo, golf
course, or swimming pool.

N. WAGE RATES ~ The Local Government shall require that all
laborers and mechanics employed by its contractors and subcontractors be paid wages at
rates not less than those prevailing on projects of a character similar in the locality as
determined by the Secretary of Labor (DOL) in accordance with subchapter 1V of chapter
32 of title 40, United States Code. The Local Government must require that contractors and
subcontractors obtain wage determinations from DOL and comply with DOL guidance and
regulations implementing wage rate requirements applicable to ARRA funds.

0. OFFICE OF MANAGEMENT AND BUDGET (OMB)
GUIDANCE — The Local Government acknowledges and agrees that this ARRA Assistance
is subject to all applicable provisions of implementing guidance for the American Recovery
and Reinvestment Act of 2009 issued by the United States Office of Management and
Budget, including the Initial Implementing Guidance for the American Recovery and
Reinvestment Act (M-09-10) issued on February 18, 2009 and available on
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www.recovery.gov, and any subsequent guidance documents issued by OMB.

P. DISADVANTAGED BUSINESS ENTERFRISE — Pursuant to 40
CFR, Section 33.301, the Local Government agrees to make good faith efforts whenever
procuring construction, equipment, services and supplies, and to require that prime
contractors also comply. The Local Government shall provide DEP with MBE/WBE
participation reports semi-annually.

Q. CIVIL RIGHTS - The Local Government shall comply with Title
V1 of the Civil Rights Act of 1964, Section 504 of the Rehabilitation Act of 1973, Title IX
of the Education Amendments of 1972, the Age Discrimination Act of 1975, and a variety
of program-specific statutes with nondiscrimination requirements. The Local Government
shall also comply with Title VII of the Civil Rights Act of 1964 (prohibiting race, color,
national origin, religion, and sex discrimination in employment), the Americans with
Disabilities Act (prohibiting disability discrimination in employment and in services
provided by State and local governments, businesses, and non-profit agencies), and the Fair
Housing Act (prohibiting tace, color, national origin, age, family status, and disability
discrimination in housing), as well as any other applicable civil rights laws.

R. BOND DESIGNATION — Each Local Bond shall be designated
“Series [2009] B” and shall contain “(WVCWSRF Program/ARRA)” in the bond name.

S. USER RATES ~ The Local Government shall covenant that it will
not reduce its approved customer rates for at least eighteen months after completion of the
Project or (a) until such time as a cost of service study has been completed establishing the
actua] operation and maintenance expenses or (b) new rates have been established by order
of the Public Service Commission. The Local Government shall notify the Authority and
the DEP of any action to reduce rates during the eighteen months following completion of
construction of the Project.

T. CLOSING CONDITIONS — The closing is contingent upon receipt
by the DEP and the Authority of a satisfactory final title opinion, the completion of
administrative review by the DEP, the Local Government’s adoption of the Bond Resolution
and the receipt by the DEP and the Authority of a Buy American Certification from the
Contractor.
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SRF-ARRA/PSD
(11/09)

ARRA ASSISTANCE AGREEMENT

THIS WATER POLLUTION CONTROL REVOLVING FUND ARRA
ASSISTANCE AGREEMENT (the “ARRA Assistance Agreement”), made and entered
into in several counterparts, by and among the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY, a governmental instrumentality and body corporate of
the State of West Virginia (the “Authority”), the WEST VIRGINIA DEPARTMENT OF
ENVIRONMENTAL PROTECTION (the “DEP”), and the local government designated
below (the “Local Government”). '

CANAAN VALLEY PUBLIC SERVICE DISTRICT
(2007S-1007/C-544446)
(Local Government)

WHEREAS, the United States Congress under Title VI of the federal Clean
Water Act, as amended (the “Clean Water Act”), has provided for capitalization grants to
be awarded to states for the express purpose of establishing and maintaining state water
pollution control revolving funds for the planning, design, construction, acquisition
and/or improvement of wastewater treatment facilities;

WHEREAS, the United States Congress has provided additional
capitalization grant funding under the Clean Water Act through the American Recovery
and Reinvestment Act of 2009 (the “ARRA™);

WHEREAS, pursuant to the provisions of Chapter 22C, Article 2 of the
Code of West Virginia, 1931, as amended (the “Act”), the State of West Virginia (the
“State”) has established a state water pollution control revolving fund program (the
“Program”) to direct the distribution of loans to particular local governments pursuant to
the Clean Water Act and the ARRA;

WHEREAS, under the Act the DEP is designated the instrumentality to

enter into capitalization agreements with the United States Environmental Protection
Agency (“EPA”) to accept capitalization grant awards (U.S. General Services
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Administration; Catalog of Federal Domestic Assistance, 32nd Edition § 66.458 (1998))
and DEP has been awarded capitalization grants to partially fund the Program;

WHEREAS, the ARRA provides that at least fifty percent (50%) of the
funds provided through the capitalization grant be provided as negative interest loans or
principal forgiveness (the “ARRA Assistance”):

WHEREAS, under the Act and under the direction of DEP, the Authority
has established a permanent perpetual fund known as the “West Virginia Water Pollution
Control Revolving Fund” (hereinafter the “Fund”);

WHEREAS, pursuant to the Act, the Authority and DEP are empowered to
make loans from the Fund to local governments for the acquisition or construction of
wastewater treatment projects by such local governments, all subject to such provisions
and limitations as are contained in the Clean Water Act, the ARRA and the Act;

WHEREAS, the Local Government constitutes a local government as
defined by the Act;

WHEREAS, fhe Local Government is included on the DEP State Project
Priority List and the Intended Use Plan and has met DEP's pre-application requirements
for the Program;

WHEREAS, the Local Government is authorized and empowered by the
statutes of the State to acquire, construct, improve, operate and 1naintain a wastewater
treatment project and to finance the cost of acquisition and construction of the same by
borrowing money to be evidenced by revenue bonds issued by the Local Government;

WHEREAS, the Local Government intends to construct, is constructing or
has constructed such a wastewater treatment project at the location and as more
particularly described and set forth in the Application, as hereinafter defined (the
“Project™);

WHEREAS, the Local Government has completed and filed with the
Authority and DEP an Application for a Loan with attachments and exhibits and an
Amended Application for a Loan also with attachments and exhibits (together, as further
revised and supplemented, the “Application™), which Application is incorporated herein
by this reference; and

WHEREAS, having reviewed the Application and the Fund having
available sufficient funds therefor, the Authority and DEP are willing to lend the Local
Government the amount set forth on Schedule X attached hereto and incorporated herein
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by reference, through the purchase of revenue bonds of the Local Government with
moneys held in the Fund, subject to the Local Government's satisfaction of certain legal
and other requirements of the Program.

NOW, THEREFORE, in consideration of the premises and the mutual
agreements hereinafter contained, the Local Government, DEP and the Authority hereby
agree as follows:

ARTICLEI
Definitions

" 1.1  Except where the context clearly indicates otherwise, the terms
“Authority,” “cost,” “fund,” “local government,” and “project” have the definitions and
mneanings ascribed to them in the Act, the ARRA, or in the SRF Regulations.

12 “Consulting Engineers” means the professional engineer, licensed by
the State, designated in the Application and any successor thereto.

1.3  “Loan” means the loan to be mnade by the Authority and DEP to the
Local Government through the purchase of Local Bonds, as hereinafter defined, pursuant
to this ARRA Assistance Agreement.

14 “Local Act” means the official action of the Local Government
required by Section 4.1 hereof, authorizing the Local Bonds.

15 “Local Bonds” means the revenue bonds to be issued by the Local
Government pursuant to the provisions of the Local Statute, as hereinafter defined, to
evidence the Loan and to be purchased by the Authority with money held in the Fund, all
in accordance with the provisions of this ARRA Assistance Agreement.

1.6  “Local Statute” means the specific provisions of the Code of West
Virginia, 1931, as amended, pursuant to which the Local Bonds are issued.

1.7 “Operating Expenses” means the reasonable, proper and necessary
costs of operation and maintenance of the System, as hereinafter defined, as should
normally and regularly be included as such under generally accepted accounting
principles, including ARRA Assistance.

1.8  “Program” means the wastewater treatment facility acquisition,
construction and improvement program coordinated through the capitalization grants
program established under the Clean Water Act and administered by DEP.
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1.9 “Project” means the wastewater treatment facility project
hereinabove referred to, to be constructed or being constructed by the Local Government
in whole or in part with the net proceeds of the Local Bonds or being or having been
constructed by the Local Government in whole or in part with the proceeds of bond
anticipation notes or other interim financing, which is to be paid in whole or in part with
the net proceeds of the Local Bonds.

1.10~ “SRF Regulations” means the regulations set forth in Title 47, Series
31 of the West Virginia Code of State Regulations.

1.1l “System” means the wastewater treatment facility owned by the
Local Government, of which the Project constitutes all or to which the Project constitutes

an improvement, and any improvements thereto hereafter constructed or acquired from
any sources whatsoever.

1.12  Additional terms and phrases are defined in this ARRA Assistance
Agreement as they are used.

ARTICLE II

The Project and the System

2.1  The Project shall generally consist of the construction and
acquisition of the facilities described in the Application, to be, bemng or having been
constructed in accordance with plans, specifications and designs prepared for the Local
Government by the Consulting Engineers, the DEP and Authority having found, to the
extent applicable, that the Project is consistent with the applicable provisions of the
Program.

22 Subject to the terms, conditions and provisions of this ARRA
Assistance Agreement and the Local Act, the Local Government has acquired, or shall do
all things necessary to acquire, the proposed site of the Project and shall do, is doing or
has done all things necessary to construct the Project in accordance with the plans,
specifications and designs prepared for the Local Government by the Consulting
Engineers.

2.3 All real estate and interests in real estate and all personal property

constituting the Project and the Project site heretofore or hereafter acquired shall at all
times be and remain the property of the Local Government, subject to any mortgage lien
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or other security interest as is provided for in the Local Statute unless a sale or transfer of
all or a portion of said property is approved by DEP and the Authority.

2.4  The Local Government agrees that the Authority and DEP and their
respective duly authorized agents shall have the right at all reasonable times to enter upon
the Project site and Project facilities and to examine and inspect the same. The Local
Government further agrees that the Authority and DEP and their respective duly
authorized agents shall, prior to, during and after completion of construction and
commencement of operation of the Project, have such rights of access to the System site
and System facilities as may be reasonably necessary to accomplish all of the powers and
rights of the Authority and DEP with respect to the System pursuant to the pertinent
provisions of the Act. ' ‘

2.5 The Local Government shall keep complete and accurate records of
the cost of acquiring the Project site and the costs of constructing, acquiring and
installing the Project. The Local Government shall permit the Authority and DEP, acting
by and through their Directors or duly authorized agents and representatives, to inspect
all books, documents, papers and records relating to the Project and the System at any
and all reasonable times for the purpose of audit and examination, and the Local
Government shall submit to the Authority and DEP such documents and information as it
may reasonably require in connection with the construction, acquisition and installation
of the Project, the operation and maintenance of the System and the administration of the
Loan or of any State and federal grants or other sources of financing for the Project.

2.6 The Local Government agrees that it will permit the Authority and
DEP and their respective agents to have access to the records of the Local Government
pertaining to the operation and maintenance of the System at any reasonable time
following completion of construction of the Project and commencement of operation
thereof or if the Project is an improvement to an existing system at any reasonable time
following commencement of construction.

2.7 The Local Government shall require that each construction
contractor furnish a performance bond and a payment bond, each in an amount at least
equal to one hundred percent (100%) of the contract price of the portion of the Project
covered by the particular contract as security for the faithful performance of such contract
and shall verify or have verified such bonds prior to commencement of construction.

2.8  The Local Government shall require that each of its contractors and
all subcontractors maintain, during the life of the construction contract, workers'
compensation coverage, public liability insurance, property damage insurance and
vehicle liability insurance in amounts and on terms satisfactory to the Authority and DEP
and shall verify or have verified such insurance prior to commencement of construction.
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Until the Project facilities are completed and accepted by the Local Government, the
Local Government or (at the option of the Local Government) the contractor shall
maintain builder's risk insurance (fire and extended coverage) on a one hundred percent
(100%) basis (completed value form) on the insurable portion of the Project, such
insurance to be made payable to the order of the Authority, the Local Government, the
prime contractor and all subcontractors, as their interests may appear. If facilities of the
System which are detrimentally affected by flooding are or will be located in designated
special flood or mudslide-prone areas and if flood insurance is available at a reasonable
cost, a flood insurance policy must be obtained by the Local Government on or before the
Date of Loan Closing, as hereinafter defined, and maintained so long as any of the Local
Bonds are outstanding. Prior to commencing operation of the Project, the Local
Government must also obtain, and maintain so long as any of the Local Bonds are
outstanding, business interruption insurance if available at a reasonable cost.

29  The Local Government shall provide and maintain competent and
adequate engineering services satisfactory to the Authority and DEP covering the
supervision and inspection of the development and construction of the Project and
bearing the responsibility of assuring that comstruction conforms to the plans,
specifications and designs prepared by the Consulting Engineers, which have been
approved by all necessary governmental bodies. Such engineer shall certify to the
Authority, DEP and the Local Government at the completion of construction that
construction is in accordance with the approved plans, specifications and designs, or
amendments thereto, approved by all necessary governmental bodies. The Local
Government shall require the Consulting Engineers to submit Record Drawings, as
defined in the SRF Regulations, to it within 60 days of the completion of the Project.
The Local Government shall notify DEP in writing of such receipt. The Local
Government shall submit a Performance Certificate, the form of which is attached hereto
as Exhibit A, and being incorporated herein by reference, to DEP within 60 days of the
end of the first year after the Project is completed.

2.10 The Local Government shall require the Consulting Engineers to
submit the final Operation and Maintenance Manual, as defined in the SRF Regulations,
to DEP when the Project is 90% completed. The Local Government shall at all times
provide operation and maintenance of the System in compliance with any and all State
and federal standards. The Local Government shall employ qualified operating personnel
properly certified by the State before the Project is 50% complete and shail retain such a
certified operator(s) to operate the System during the entire term of this ARRA
Assistance Agreement. The Local Government shail notify DEP in writing of the
certified operator employed at the 50% completion stage.

2.11  The Local Government hereby covenants and agrees to comply with
all applicable laws, rules and regulations issued by the Authority, DEP or other State,
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federal or local bodies in regard to the construction of the Project and operation,
maintenance and use of the System.

2.12 The Local Government, commencing on the date conftracts are
executed for the acquisition or construction of the Project and for two years following the
completion of acquisition or construction of the Project, shall each month complete a
Monthly Financial Report, the form of which is attached hereto as Exhibit B and
incorporated herein by reference, and forward a copy by the 10th of each month to DEP
and the Authority.

2.13 The Local Government, during construction of the Project, shall
complete Payment Requisition Forms, the form of which is attached hereto as Exhibit C
and incorporated herein by reference, and forward such forms to DEP in compliance with
the Local Government's construction schedule.

2.14 The Local Government shall serve the additional customers at the
location(s) as set forth in Schedule X. The Local Government shall not reduce the
amount of additional customers served by the project without the prior written approval
of the Authority Board. Following completion of the Project the Local Government shall
certify to the Authority the number of customers added to the System.

2.15 The Local Govermment shall perform an annual maintenance audit

which maintenance audit shall be submitted to the Authority and the Public Service
Commission of West Virginia.

ARTICLE IlII

Conditions to Loan;
Issuance of [.ocal Bonds

3.1 The agreement of the Authority and DEP to make the Loan is
subject to the Local Government's fulfillment, to the satisfaction of the Authority and
DEP, of each and all of those certain conditions precedent on or before the delivery date
for the Local Bonds, which shall be the date established pursuant to Section 3.4 hereof.
Said conditions precedent are as follows:

(a) The Local Government shall have delivered to the Authority
and DEP a report listing the specific purposes for which the proceeds of the Loan will be
expended and the procedures as to the disbursement of loan proceeds, including an
estimated monthly draw schedule; '



(b)  The Local Government shall have performed and satisfied all
of the terms and conditions to be performed and satisfied by it in this ARRA Assistance
Agreement;

(¢)  The Local Government shall have authorized the issuance of
and delivery to the Authority of the Local Bonds described in this Article III and in
Article IV hereof;

(d) The Local Government shall either have received bids or
entered into contracts for the construction of the Project, which are in an amount and
otherwise compatible with the plan of financing described in the Application; provided
that, if the Loan will refund an interim construction firancing, the Local Government
must either be constructing or have constructed its Project for a cost and as otherwise
compatible with the plan of financing described in the Application; and, in either case,
the Authority and DEP shall have received a certificate of the Consulting Engineers to
such effect, the form of which certificate is attached hereto as Exhibit D;

(e} The Local Government shall have obtained all permits
required by the laws of the State and the federal government necessary for the
construction of the Project, and the Authority and DEP shall have received a certificate of
the Consulting Engineers to such effect;

(f) The Local Government shall have obtained all requisite
orders of and approvals from the Public Service Commission of West Virginia (the
“PSC”) and the West Virginia Infrastructure and Jobs Development Council necessary
for the construction of the Project and operation of the System, with all requisite appeal
periods having expired without successful appeal and the Authority and DEP shall have
received an opinion of counsel to the Local Government, which may be local counsel to
the Local Government, bond counsel or special PSC counsel but must be satisfactory to
the Authority and DEP, to such effect;

(8)  The Local Government shall have obtained any and all
approvals for the issuance of the Local Bonds required by State law, and the Authority
and DEP shall have received an opinion of counsel to the Local Government, which may
be local counsel to the Local Government, bond counsel or special PSC counsel but must
be satisfactory to the Authority and DEP, to such effect;

(h)  The Local Government shall have obtained any and all
approvals of rates and charges required by State law and shall have taken any other action
required to establish and impose such rates and charges (imposition of such rates and
charges is not, however, required to be effective until completion of construction of the
Project), with all requisite appeal periods having expired without successful appeal, and
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the Authority and DEP shall have received an opinion of counsel to the Local
Government, which may be local counsel to the Local Government, bond counsel or .
special PSC counsel but must be satisfactory to the Authority and DEP, to such effect;

(i) Such rates and charges for the System shall be sufficient to
comply with the provisions of Subsections 4.1(a) and 4.1(b)(ii) hereof, and the Authority
and DEP shall have received a certificate of the accountant for the Local Government, or
such other person or firm experienced in the finances of local governments and
satisfactory to the Authority and DEP, to such effect; and

) The net proceeds of the Local Bonds, together with all
moneys on deposit or to be simultaneously deposited (or, with respect to proceeds of
grant anticipation notes or other indebtedness for which a binding purchase contract has
been entered, to be deposited on a date certain) and irrevocably pledged thereto and the
proceeds of grants irrevocably committed therefor, shall be sufficient to pay the costs of
construction and acquisition of the Project as set forth in the Application, and the
Authority and DEP shall have received a certificate of the Consulting Engineers, or such
other person or firm experienced in the financing of wastewater treatment projects and
satisfactory to the Authority and DEP, to such effect, such certificate to be in form and
substance satisfactory to the Authority and DEP, and evidence satisfactory to the
Authority and DEP of such trrevocably committed grants.

3.2  Subject to the terms and provisions of this ARRA Assistance
Agreement, the rules and regulations promulgated by the Authority and DEP, including
the SRF Regulations, or any other appropriate State agency and any applicable rules,
regulations and procedures promulgated from time to time by the federal government
including rules, regulations and procedures promulgated under the Clean Water Act
and/or the ARRA, it is hereby agreed that the Authority shall make the Loan to the Local
Government and the Local Government shall accept the Loan from the Authority, and in
furtherance thereof it is agreed that the Local Government shall sell to the Authority and
the Authority shall make the Loan by purchasing the Local Bonds in the principal amount
and at the price set forth in Schedule X hereto. The Local Bonds shall have such further
terms and provisions as described in Article IV hereof.

33 The Loan shall be secured and shall be repaid in the manner
hereinafter provided in this ARRA Assistance Agreement.

3.4  The Local Bonds shall be delivered to the Authority, at the offices of
the Authority, on a date designated by the Local Government by written notice to the
Authority, which written notice shall be given not less than ten (10) business days prior to
the date designated; provided, however, that if the Authority is unable to accept delivery
on the date designated, the Local Bonds shall be delivered to the Authority on a date as
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close as possible to the designated date and mutually agreeable to the Authority, DEP and
the Local Government. The date of delivery so designated or agreed upon is hereinafter
referred to as the “Date of Loan Closing.” Notwithstanding the foregoing, the Date of
Loan Closing shall in no event occur more than ninety (90) days after the date of
execution of this ARRA Assistance Agreement by the Aauthority or such later date as is
agreed to in writing by DEP.

3.5 The Local Government understands and acknowledges that it is one
of several local governments which have applied to the Authority and DEP for loans from
the Fund to finance wastewater treatment projects and that the obligation of the Authority
to make any such loan is subject to the Local Government's fulfilling all of the terms and
conditions of this ARRA Assistance Agreement on or prior to the Date of Loan Closing
and to the requirements of the Program. The Local Government specifically recognizes
that the Authority will not purchase the Local Bonds unless and until sufficient funds are
available in the Fund to purchase all the Local Bonds and that, prior to such purchase, the
Authority may purchase the bonds of other local governments set out in the State Project
Priority List, as defined in the SRF Regulations. The Local Government further
specifically recognizes that all loans will be originated in conjunction with the SRF
Regulations and with the prior approval of DEP.

3.6 The Local Government shall provide DEP with the appropriate
documentation to comply with the special conditions regarding the public release and
audit requirements established by federal and State regulations as set forth in Exhibit E
attached hereto at such times as are set forth therein.

ARTICLE IV

Local Bonds; Security for Loan;
Repayment of Loan; Interest on Loan;
Fees and Charges

4.1  The Local Government shall, as one of the conditions of the
Authority and DEP to make the Loan, authorize the issuance of and issue the Local
Bonds pursuant to an official -action of the Local Government in accordance with the
Local Statute, which shall, as adopted or enacted, contain provisions and covenants in
substantially the form as follows:

(@)  That the gross revenues of the System shall always be used
for purposes of the System. Such gross revenues will be used monthly, in the order of
priority listed below:

(i) to pay Operating Expenses of the System;
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(ii) unless waived or modified by Schedule X and to the
extent not otherwise limited by any outstanding loan resolution, indenture or other act or
document and begirming on the date set forth in Schedule X, to provide debt service on
the Local Bonds by depositing in a sinking fund one-third (1/3) of the interest payment
next coming due on the Local Bonds and one-third (1/3) of the principal payment next
coming due on the Local Bonds and, beginning three (3) months prior to the first date of
payment of principal of the Local Bonds, if the reserve account for the Local Bonds (the
“Reserve Account’) was not funded from proceeds of the Local Bonds or otherwise
concurrently with the issuance thereof in an amount equal to the maximum amount of
principal and interest which will come due on the Local Bonds in the then current or any
succeeding year (the “Reserve Requirement”), by depositing in the Reserve Account an
amount not less than one-twelfth (1/12) of one-tenth (1/10) of the Reserve Requirement
or, if the Reserve Account has been so funded (whether by Local Bond proceeds,
monthly deposits or otherwise), any amount necessary to maintain the Reserve Account
at the Reserve Requirement;

(iiiy  to create a renewal and replacement, or similar, fund in
an amount equal to two and one-half percent (2-1/2%) of the gross revenues from the
System, exclusive of any payments into the Reserve Account, for the purpose of
improving or making emergency repairs or replacements to the System (or eliminating
any deficiencies in the Reserve Account, if applicable); and

(iv) for other legal purposes of the System, including
payment of debt service on other obligations junior, subordinate and inferior to the Local
Bonds.

Provided, that if the Local Government has existing outstanding
indebtedness which has greater coverage or renewal and replacement fund requirements,
then the greater requirements will prevail until said existing indebtedness is paid in full.

(b)  Covenants substantially as follows:

(i)  That the Local Bonds shall be secured by a pledge of
either the net or gross revenues of the System as provided in the Local Act;

(ii)  Unless waived in Schedule X, that the schedule of
rates or charges for the services of the System shall be sufficient to provide funds which,
along with other revenues of the System, will pay all Operating Expenses and leave a
balance each year equal to at least one hundred fifteen percent (115%) of the maximum
amount required in any year for debt service on the Local Bonds and all other obligations
secured by a lien on or payable from the revenues of the System prior to or on a parity

11



with the Local Bonds or, if the Reserve Account is funded (whether by Local Bond
proceeds, monthly deposits or otherwise) at an amount equal to the Reserve Requirement
and any reserve account for any such prior or parity obligations is funded at least at the
requirement therefor, equal to at least one hundred ten percent (110%) of the maximum
amount required in any year for debt service on the Local Bonds and any such prior or
parity obligations;

(i)  That the Local Government shall complete the Project
and operate and maintain the System in good condition;

(iv) That, except as otherwise required by State law or the
Regulations, the System may not be sold, mortgaged, leased or otherwise disposed of,
except as a whole, or substantially as a whole, provided that the net proceeds to be
realized from such sale, mortgage, lease or other disposition shall be sufficient to fully
pay all of the Local Bonds outstanding and further provided that portions of the System
when no longer required for the ongoing operation of such System as evidenced by
certificates from the Consulting Engineer, may be disposed of with such restrictions as
are normally contained in such covenants;

(v)  That the Local Government shall not issue any other
obligations payable from the revenues of the System which rank prior to, or equally, as to
lien and security with the Local Bonds, except parity bonds which shall only be issued if
net revenues of the System prior to issuance of such parity bonds, plus reasonably
projected revenues from rate increases and the improvements to be financed by such
parity bonds, shall not be less than one hundred fifteen percent (115%) of the maximum
debt service in any succeeding year on all Local Bonds and parity bonds-theretofore and
then being issued and on any obligations secured by a lien on or payable from the
revenues of the System prior to the Local Bonds and with the prior written consent of the
Authority and DEP; provided, however, that additional parity bonds may be issued to
complete the Project, as described in the Application as of the date hereof, without regard
to the foregoing;

(vi)  That the Local Government will carry such insurance
as is customarily carried with respect to works and properties similar to the System,
mcluding those specified by Section 2.8 hereof;

(vii) That the Local Government will not render any free
services of the System;

(viii) That the Authority may, by proper legal action, compel
the performance of the duties of the Local Government under the Local Act, including
the making and collection of sufficient rates or charges for services rendered by the
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System, and shall also have, in the event of a default in payment of principal of or interest
on the Local Bonds, the right to obtain the appomtment of a receiver to administer the
System or construction of the Project, or both, as provided by law and all rights as set
forth in Section 5 of the Act;

(ix) That, to the extent authorized by the laws of the State
and the rules and regulations of the PSC, all delinquent rates and charges, if not paid
when due, shall become a lien on the premises served by the System;

(x) That, to the extent legally allowable, the Local
Government will not grant any franchise to provide any services which would compete
with the System,;

(xi) That the Local Government shall annually cause the
records of the System to be audited by an independent certified public accountant or
independent public accountant and shall submit the report of said audit to the Authority
and DEP, which report shall include a statement that notes whether the results of tests
disclosed instances of noncompliance that are required to be reported under government
auditing standards and, if they are, describes the instances of noncompliance and the
audited financial statements shall include a statement that notes whether the Local
Government's revenues are adequate to meet its Operating Expenses and debt service and
reserve requirements;

(xii) That the Local Government shall annually adopt a
detailed, balanced budget of the estimated revenues and expenditures for operation and
maintenance of the System during the succeeding fiscal year and shall submit a copy of
such budget to the Authority and DEP within 30 days of adoption thereof;

(xiii) That, to the extent authorized by the laws of the State
and the rules and regulations of the PSC, prospective users of the System shall be
required to connect thereto;

(xiv) That the proceeds of the Local Bonds, advanced from
time to time, except for accrued interest and capitalized interest, if any, must (a) be
deposited in a construction fund, which, except as otherwise agreed to in writing by the
Authority, shall be held separate and apart from all other funds of the Local Government
and on which the owners of the Local Bonds shall have a lien until such proceeds are
applied to the construction of the Project (including the repayment of any incidental
interim financing) and/or (b) be used to pay (or redeem) bond anticipation notes or other
interim financing of such Local Government, the proceeds of which were used to finance
the construction of the Project; provided that, with the prior written consent of the
Authority and DEP, the proceeds of the Local Bonds may be used to fund all or a portion

13



of the Reserve Account, on which the owner of the Local Bonds shall have a lien as
provided herein;

(xv) That, as long as the Authority is the owner of any of
the Local Bonds, the Local Government may authorize redemption of the Local Bonds
with 30 days written notice to the Authority;

(xvi) That the West Virginia Municipal Bond Commission
(the “Commission”) shall serve as paying agent for all Local Bonds;

(xvil) That the Local Government shall on the first day of
each month (if the first day is not a business day, then the first business day of each
month) deposit with the Commission the required interest, principal and reserve account
payment. The Local Government shall complete the Monthly Payment Form, attached
hereto as Exhibit F and incorporated herein by reference, and submit a copy of said form
along with a copy of the check or electronic transfer to the Authority by the 5th day of
such calendar month. The Local Government shall authorize the Commission to
electronically sweep the monthly payments from its general revenue fund or by such
other means as the Authority shall direct in writing;

(xviii) That, unless it qualifies for an exception to the
provisions of Section 148 of the Internal Revenue Code of 1986, as amended, which
exception shall be set forth in an opinion of bond counsel, the Local Government will
furnish to the Authority, annually, at such time as it is required to perform its rebate
calculations under the Internal Revenue Code of 1986, as amended, a certificate with
respect to its rebate calculations and, at any time, any additional information requested by
the Authority;

(xix) That the Local Government shall have obtained the
certificate of the Consulting Engineers to the effect that the Project has been or will be
constructed in accordance with the approved plans, specifications and design as
submitted to the Authority and DEP, the Project is adequate for the purposes for which it
was designed, the funding plan as submitted to the Authority and DEP is sufficient to pay
the costs of acquisition and construction of the Project and all permits required by federal
and State laws for construction of the Project have been obtained:

A (xx) That the Local Government shall, to the full extent
permitted by applicable law and the rules and regulations of the PSC, terminate the
services of any water facility owned by it to any customer of the System who is
delinquent in payment of charges for services provided by the System and will not restore
the services of the water facility until all delinquent charges for the services of the
System have been fully paid or, if the water facility is not owned by the Local
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Government, then the Local Government shall enter into a termination agreement with
the water provider; and

(xxi) That the Local Government shall submit all proposed
change orders to the DEP for written approval. The Local Government shall obtain the
written approval of the DEP before expending any proceeds of the Local Bonds held in
“contingency” as set forth in the final Schedule A attached to the certificate of the
Consulting Engineer. The Local Government shall obtain the written approval of the
DEP before expending any proceeds of the Local Bonds available due to
bid/construction/project underruns.

The Local Government hereby represents and warrants that the Local Act
has been or shall be duly adopted or enacted in compliance with all necessary corporate
and other action and in accordance with applicable provisions of law. All legal matters
incident to the authorization, issuance, validity, sale and delivery of the Local Bonds shall
be approved without qualification by nationally recognized bond counsel acceptable to
the Authority in substantially the form of legal opinion attached hereto as Exhibit G.

42  The Loan shall be secured by the pledge and assignment by the
Local Government, as effected by the Local Act, of the fees, charges and other revenues
of the Local Government from the System.

43 At least five percent (5%) of the proceeds of the Local Bonds will be
advanced on the Date of Loan Closing. The remaining proceeds of the Local Bonds shall
be advanced by the DEP monthly as required by the Local Government to pay Costs of
the Project, provided, however, if the proceeds of the Local Bonds will be used to repay
an interim financing, the proceeds will be advanced on a schedule mutually agreeable to
the Local Government, the DEP and the Authority. The Local Bonds shall not bear
interest during the construction period but interest shall commence accruing on the
completion date as defined in the SRF Regulations, provided that the annual repayment
of principal and payment of interest shall begin not later than one (1) year after the
completion date. The repayment of principal and interest on the Local Bonds shall be as
set forth on Schedule Y hereto. In no event shall the interest rate on or the net interest
cost of the Local Bonds exceed any statutory limitation with regard thereto.

44 The Local Bonds shall be delivered to the Authority in fully
registered form, transferable and exchangeable as provided in the Local Act at the
expense of the Local Government. Anything to the contrary herein notwithstanding, the
Local Bonds may be issued in one or more series.

4.5  As provided by the SRF Regulations, the Local Government agrees
to pay from time to time, if required by the Authority and DEP, the Local Government's
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allocable share of the reasonable administrative expenses of the Authority relating to the
Program. Such administrative expenses shall be determined by the Authority and shall
include, without limitation, Program expenses, legal fees paid by the Authority and fees
paid to the trustee and paying agents for any bonds or notes to be issued by the Authority
for contribution to the Fund and the fees and expenses of any corporate trustee for the
Fund.

4.6  The obligation of the Authority to make any loans shall be
conditioned upon the avaijlability of moneys in the Fund in such amount and on such
terms and conditions as, in the sole judgment of the Authority, will enable it to make the
Loan.

ARTICLE V

Certain Covenants of the Local Government;
Imposition and Collection of User Charges;
Payments To Be Made by
Local Government to the Authority

5.1  The Local Government hereby irrevocably covenants and agrees to
comply with all of the terms, conditions and requirements of this ARRA Assistance
Agreement and the Local Act. The Local Government hereby further irrevocably
covenants and agrees that, as one of the conditions of the Authority to make the Loan, it
has fixed and collected, or will fix and collect, the rates, fees and other charges for the
use of the System and will take all such actions necessary to provide funds sufficient to
produce the required sums set forth in the Local Act and in compliance with the
provisions of Subsections 4.1(a) and 4.1(b)(ii) hereof.

52 In the event, for any reason, the schedule of rates, fees and charges
initially established for the System in connection with the Local Bonds shall prove to be
insufficient to produce the required sums set forth in the Local Act and this ARRA
Assistance Agreement, the Local Government hereby covenants and agrees that it will, to
the extent or in the manner authorized by law, immediately adjust and increase such
schedule of rates, fees and charges (or where applicable, immediately file with the PSC
for a rate increase) and take all such actions necessary to provide funds sufficient to
produce the required sums set forth in the Local Act and this ARRA Assistance
Agreement,

5.3  In the event the Local Government defaults in any payment due to
the Authority pursuant to this ARRA Assistance Agreement, the amount of such default
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shall bear interest at the interest rate of the installment of the Loan next due, from the
date of the default until the date of the payment thereof.

54  The Local Government hereby irrevocably covenants and agrees
with the Authority that, in the event of any default hereunder by the Local Government,
the Authority may exercise any or all of the rights and powers granted under Section 5 of
the Act, including, without limitation, the right to impose, enforce and collect charges of
the System.

ARTICLE VI

Other Agreements of the
Local Government

6.1 The Local Government hereby acknowledges to the Authority and
DEP its understanding of the provisions of the Act, vesting in the Authority and DEP
certain powers, rights and privileges with respect to wastewater treatment projects in the
event of default by the Local Government in the terms and covenants of this ARRA
Assistance Agreement, and the Local Government hereby covenants and agrees that, if
the Authority should hereafter have recourse to said rights and powers, the Local
Government shall take no action of any nature whatsoever calculated to inhibit, nullify,
void, delay or render nugatory such actions of the Authority in the due and prompt
implementation of this ARRA Assistance Agreement.

6.2 The Local Government hereby warrants and represents that all
information provided to the Authority and DEP in this ARRA Assistance Agreement, in
the Application or in any other application or documentation with respect to financing the
Project was at the time, and now is, true, correct and complete, and such information does
not omit any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading. Prior to the Authority's
making the Loan and receiving the Local Bonds, the Authority and DEP shall have the
right to cancel all or any of their obligations under this ARRA Assistance Agreement if
(a) any representation made to the Authority and DEP by the Local Government in
connection with the Loan shall be incorrect or incomplete in any material respect or (b)
the Local Government has violated any commitment made by it in its Application or in
any supporting documentation or has violated any of the terms of the Act, the SRF
Regulations or this ARRA Assistance Agreement.

6.3 The Local Government hereby agrees to give the Authority and DEP
prior written notice of the issuance by it of any other obligations to be used for the
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System, payable from the revenues of the System or from any grants for the Project or
otherwise related to the Project or the System. '

ARTICLE VII

Miscellaneous

7.1 Schedules X and Y shall be attached to this ARRA Assistance
Agreement by the Authority as soon as practicable after the Date of Loan Closing is
established and shall be approved by an official action of the Local Government
supplementing the Local Act, a certified copy of which official action shall be submitted
to the Authority.

7.2 If any provision of this ARRA Assistance Agreement shall for any
reason be held to be invalid or unenforceable, the invalidity or unenforceability of such
provision shall not affect any of the remaining provisions of this ARRA Assistance
Agreement, and this ARRA Assistance Agreement shall be construed and enforced as if
such invalid or unenforceable provision had not been contained herein.

7.3 This ARRA Assistance Agreement may be executed in one or more
counterparts, any of which shall be regarded for all purposes as an original and all of
which constitute but one and the same instrument. Each party agrees that it will execute
any and all documents or other instruments and take such other actions as may be
necessary to give effect to the terms of this ARRA Assistance Agreement.

74  No waiver by any party of any term or condition of this ARRA
Assistance Agreement shall be deemed or construed as a waiver of any other terms or
conditions, nor shall a waiver of any breach be deemed to constitute a waiver of any
subsequent breach, whether of the same or of a different section, subsection, paragraph,
clause, phrase or other provision of this ARRA Assistance Agreement.

7.5  This ARRA Assistance Agreement supersedes all prior negotiations,
representations and agreements between the parties hereto relating to the Loan and
constitutes the entire agreement between the parties hereto in respect thereof.

7.6 By execution and delivery of this ARRA Assistance Agreemnent,
notwithstanding the date hereof, the Local Government specifically recognizes that it is
hereby agreeing to sell its Local Bonds to the Authority and that such obligation may be
specifically enforced or subject to a similar equitable remedy by the Authority.
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7.7  This ARRA Assistance Agreement shall terminate upon the earlier
of:

(1) written notice of termination to the Local Government from
either the Authority or DEP; :

(i)  the end of ninety (90) days after the date of execution h6ré0'f -
by the Authority or such later date as is agreed to in writing by DEP if the Local :
Government has failed to deliver the Local Bonds to the Authority; '

(ili) termination by the Authority and DEP pursuant to Section.6.2
hereof; or

(iv) unless waived or modified by Schedule X, payment in full of
the principal of and interest on the Loan and of any fees and charges owed by the Local
Government to the Authority or DEP; provided that the amount of the Loan made under
this ARRA Assistance Agreement in any succeeding fiscal year is contingent upon funds
being appropriated by the State legislature or otherwise being available to make the Loan.
In the event funds are not appropriated or otherwise available to make all of the Loan, the
responsibility of the Authority and DEP to make all the Loan is terminated; provided
further that the obligation of the Local Government to repay the outstanding amount of
the Loan made by the Authority and DEP is not terminated due to such non-funding on
any balance of the Loan. The DEP agrees to use its best efforts to have the amount
contemplated under this ARRA Assistance Agreement included in its budget. Nomn-
appropriation or non-funding of the Loan shall not be considered an event of defauilt
under this ARRA Assistance Agreement.
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IN WITNESS WHEREOF, the parties hereto have caused this ARRA
Assistance Agreement to be executed by their respective duly authorized officers as of

the date executed below by the Authority.

(SEAL)

Attest:

Its: Secretary

CANAAN VALLEY PUBLIC SERVICE
DISTRICT

Its Cha
Date: January 22, 2010

-WEST VIRGINIA DEPARTMENT OF

(SEAL)

Attest:

Covel O Ourmma%?

Its: Secretary-Treasurer

{C1657390.1}

ENVIRONMENTAL PROTECTION,
DIVISION OF WATER AND WASTE
MANAGEMENT

Its: Acting Director
Date: January 22, 2010

WEST VIRGINIA WATER DEVELOPMENT
AUTHORITY

Its Executwe DH‘ECtOW
Date: January 22, 2010
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EXHIBIT A

FORM OF PERFORMANCE CERTIFICATE

[To Be Provided By DEP]
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Name of Local Government
Name of Bond Issue(s)

EXHIBIT B

MONTHLY FINANCIAL REPORT

Type of Project Water Wastewater
Fiscal Year Report Month
Budget
Year To
Total Budget Date Minus
Current Year Year Total Year
Item Month To Date To Date To Date

1. Gross Revenues
2, Operating Expenses

3. Bond Payments:

Type of Issue
Clean Water SREF

Drinking Water TRF

Infrastructure Fund

Water Development

Authority

Rural Utilities Service

Economic Development
Administration

Other (Identify)

4. Renewal and

Replacement
Fund Deposits

Name of Person Completing Form

Address

Telephone
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INSTRUCTIONS FOR COMPLETING MONTHLY FINANCIAL REPORT

Item 1 You will need a copy of the current fiscal year budget adopted by the Local
Government to complete Ttems 1 and 2. In Item 1, provide the amount of
actual Gross Revenues for the current month and the total amount year-to-
date in the respective columns. Divide the budgeted annual Gross
Revenues by 12. For example, if Gross Revenues of $1,200 are anticipated
to be received for the year, each month the base would be increased by
$100 ($1,200/12). This is the incremental amount for the Budget Year-to-
Date column.

Item 2 Provide the amount of actual Operating Expenses for the current month and the
total amount year-to-date in the respective columns. Any administrative
fee should be included in the Operating Expenses. Divide the budgeted
annual Operating Expenses by 12. For example, if Operating Expenses of
$900 are anticipated to be incurred for the year, each month the base would
be increased by $75 ($900/12). This is the incremental amount for the
Budget Year-to-Date column.

Item 3 Provide the Bond Payments (principal, interest and reserve account) for all the
outstanding bonds of the Local Government according to the source of
funding. For example, Clean Water State Revolving Fund loan from
Department of FEnvironmental Protection, Drinking Water Treatment
Revolving Fund loan from Bureau for Public Health, Infrastructure Fund
loan from Infrastructure and Jobs Development Council, or a loan from the
Water Development Authority, etc.

Item 4 Provide the amount deposited into the Renewal and Replacement Fund each
month. This amount is equal to 2.5% of Gross Revenues minus the total
reserve account payments included in Item 3. If Gross Revenues are
$1,200, then $30 (2.5% of $1,200), LESS the amount of all reserve account
payments in Item 3 should be deposited into the Renewal and Replacement
Fund. The money in the Renewal and Replacement Fund should be kept
separate and apart from all other funds of the Local Government.

The Local Government must complete the Monthly Financial Report and forward it
to the Water Development Authority by the 10" day of each month, commencing on
the date contracts are executed for the acquisition or construction of the Project and
for two years following the completion of acquisition or construction of the Project.
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EXHIBIT C

PAYMENT REQUISITION FORM

(All Copies to Be Provided by DEP for Each Project)
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EXHIBIT D

FORM OF CERTIFICATE QF CONSUILTING ENGINEER

(Issuer)
(Name of Bonds)
I, ., Registered Professional Engineer, West Virginia
License No. , of , Consulting Engineers,

, hereby certify as follows:

1. My fimm is engineer for the acquisition and construction of
to the system (the
“Project’™) of (the “Issuer’), to be constructed primarily in

County, West Virginia, which acquisition and construction
are being permanently financed in part by the above-captioned bonds (the “Bonds™) of
the Issuer. Capitalized words not defined herein shall have the same meaning set forth in
the bond adopted or enacted by the Issuer on , and
the ARRA Assistance Agreement by and among the Issuer, the West Virginia Water
Development Authority (the “Authority”), and the West Virginia Department of
Environmental Protection (the “DEP”), dated .

2. The Bonds are Dbeing issued for the purposes of (i)
, and (i) paying certain issuance and

other costs in connection therewith.

3. To the best of my knowledge, information and belief, (i) within the limits
and in accordance with the applicable and governing contractual requirements relating to
the Project, the Project will be constructed in general accordance with the approved
plans, specifications and designs prepared by my firm and approved by the DEP and any
change orders approved by the Issuer, the DEP and all necessary governmental bodies;
(i) the Project, as designed, is adequate for its intended purpose and has a useful life of at
least years, if properly operated and maintained, excepting anticipated
replacements due to mormal wear and tear; (iii) the Issuer has received bids for the
acquisition and construction of the Project which are in an amount and otherwise
compatible with the plan of financing set forth in Schedule A attached hereto as Exhibit
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A, and my firm' has ascertained that all successful bidders have made required provisions
for all insurance and payment and performance bonds and that such insurance policies or
binders and such bonds have been verified for accuracy; (iv) the successful bidders
received any and all addenda to the original bid documents; (v) the bid documents
relating to the Project reflect the Project as approved by the DEP and the bid forms
provided to the bidders contain all critical operational components of the Project; (vi) the
successful bids include prices for every item on such bid forms; (vii) the uniform bid
procedures were followed; (viii) the Issuer has obtained all permits required by the laws
of the State of West Virginia and the United States necessary for the acquisition and
construction of the Project and operation of the System; (ix) the Issuer has received the
Buy American Certificate from each contractor; (x) as of the effective date thereof?, the
rates and charges for the System as adopted by the Issuer will be sufficient to comply
with the provisions of the ARRA Assistance Agreement; (xi) the net proceeds of the
Bonds, together with all other moneys on deposit or to be simultaneously deposited and
irrevocably pledged thereto and the proceeds of grants, if any, irrevocably committed
therefor, are sufficient to pay the costs of acquisition and construction of the Project
approved by the DEP; and (xii) attached hereto as Exhijbit A is the final amended
“Schedule A - Total Cost of Project; Sources of Funds and Cost of Financing” for the
Project.

WITNESS my signature and seal on this day of

By
West Virginia License No.

[SEAL]

'If another responsible party, such as the Issuer’s attorney, reviews the insurance and
payment bonds, then insert the following: [and in reliance upon the opinion of .
Esq.] and delete “my firm has ascertained that”.

’If the Rule 42 Exhibit and/or rate structure was prepared by an accountant, then insert
the following: “In reliance upon the certificate of of even date herewith,”
at the beginning of (x).
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EXHIBITE

SPECIAL CONDITIONS — ARRA FUNDED PROJECTS

The Local Government shall include the following covenants in its bond
authorizing documents:

A. PUBLIC RELEASE REQUIREMENT - The Local Government
agrees to include, when issuing statements, press releases, requests for proposals, bid
solicitations, groundbreaking or project dedication program documents and other
documents describing projects or programs funded in whole or in part with Federal
money, (1) the percentage of the total costs of the program or project which will be
financed with Federal money, (2) the dollar amount of Federal funds for the project or
program, and (3) percentage and dollar amount of the total costs of the project or program
that will be financed by non-governmental sources.

‘ B. AUDIT REQUIREMENT (Supplement to Article IV 4.1 (b) (x1)) —
Effective October 1, 2003, the Local Government that receives $500,000 or more (in
federal funds) in a fiscal year must obtain audits in accordance with the Single Audit Act
and the applicable OMB Circular or any successor thereto. Financial statement audits are
required once all funds have been received by the Local Government.

C. BUY AMERICAN CERTIFICATION - The Local Government
shall cause the contractor(s) to comply with, and provide certification of, the Buy
American provisions of the ARRA in accordance with final guidance from the EPA.

D. ASSET MANAGEMENT - The Local Government shall develop
and implement an asset management plan in accordance with guidelines issued by DEP
and as approved by DEP. New systems shall submit the asset management plan to DEP
when the Project is complete. Existing systems shall submit the asset management plan
to DEP within six months following completion of the Project.

E. CONTRACTS — The Local Government shall enter into contracts or
commence construction by January 28, 2010.

F.  LOGO - The Local Government must display the ARRA logo in a
manner that informs the public that the project is an ARRA investment.

G. LOBBYING - The Local Government shall comply with Title 40
CFR Part 34, New Restrictions on Lobbying and shall submit certification and disclosure
forms as required by DEP.
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H.  PURCHASING REQUIREMENTS - The Local Government shall
comply with Section 6002 of the Resource Conservation and Recovery Act (RCRA) (42
U.S.C. 6962). Regulations issued under RCRA Section 6002 apply to any acquisition of
an item where the purchase price exceeds $10,000 or where the quantity of such items
acquired in the course of the preceding fiscal year was $10,000 or more. RCRA Section
6002 requires that preference be given in procurement programs to the purchase of
specific products containing recycled materials identified in guidelines developed by
EPA. These guidelines are listed in 40 CFR 247.

I. SUSPENSION AND DEBARMENT - The Local Government shall
. comply with Subpart C of 2 CFR Part 180 and 2 CFR Part 1532, entitled
“Responsibilities of Participants Regarding Transactions (Doing Business with Other
Persons). To the extent required by DEP, the Local Government shall provide
certifications as to compliance.

J. REPORTING - The Local Government shall comply with all
requests for data related to the use of the funds provided under this agreement, including
the information required in section 1512 of ARRA when requested by DEP.

K. INSPECTOR GENERAL REVIEWS - The Local Government shall
allow any appropriate representative of the Office of US Inspector General to (1)
examine its records relating to the Project and this ARRA Assistance Agreement and (2)
interview any officer or employee of the Local Government.

L. FALSE CILAIMS - The Local Government must promptly refer to
EPA’s Inspector General any credible evidence that a principal, employee, agent, sub-
grantee contractor, subcontractor, loan recipient, or other person has submitted a false
claim under the False Claims Act or has committed a criminal or civil violation of laws
pertaining to fraud, conflict of interest, bribery, gratuity, or similar misconduct involving
funds provided under this ARRA Assistance Agreement.

M. LIMIT ON FUNDS - The Local Government shall not use funds for
particular activities for any casino or other gambling establishment, aquarium, zoo, golf
course, or swimming pool.

N.  WAGE RATES - The Local Government shall require that all
laborers and mechanics employed by its contractors and subcontractors be paid wages at
rates not less than those prevailing on projects of a character similar in the locality as
determined by the Secretary of Labor (DOL) in accordance with subchapter I'V of chapter
32 of title 40, United States Code. The Local Government must require that contractors
and subcontractors obtain wage determinations from DOL and comply with DOL
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guidance and regulations implementing wage rate requirements applicable to ARRA
funds.

O. OFFICE OF MANAGEMENT AND BUDGET (OMB)
GUIDANCE - The Local Government acknowledges and agrees that this ARRA
Assistance is subject to all applicable provisions of implementing guidance for the
American Recovery and Reinvestment Act of 2009 issued by the United States Office of
Management and Budget, including the Initial Implementing Guidance for the American
Recovery and Reinvestment Act (M-09-10) issued on February 18, 2009 and available on
www.recovery.gov, and any subsequent guidance documents issued by OMB.

P. DISADVANTAGED BUSINESS ENTERPRISE — Pursuant to 40
CFR, Section 33.301, the Local Government agrees to make good faith efforts whenever
procuring construction, equipment, services and supplies, and to require that prime
contractors also comply. The Local Government shall provide DEP with MBE/WBE
participation reports semi-annually.

Q.  CIVIL RIGHTS — The Local Government shall comply with Title
VI of the Civil Rights Act of 1964, Section 504 of the Rehabilitation Act of 1973, Title
IX of the Education Amendments of 1972, the Age Discrimination Act of 1975, and a
variety of program-specific statutes with nondiscrimination requirements. The Local
Government shall also comply with Title VII of the Civil Rights Act of 1964 (prohibiting
race, color, national origin, religion, and sex discrimination in employment), the
Americans with Disabilities Act (prohibiting disability discrimination in employment and
in services provided by State and local governments, businesses, and non-profit
agencies), and the Fair Housing Act (prohibiting race, color, national origin, age, family
status, and disability discrimination in housing), as well as any other applicable civil
rights laws.

R. BOND DESIGNATION — Each Local Bond shall be designated
“Series [2009] B and shall contain “(WVCWSRF Program/ARRA)” in the bond name.

S. USER RATES — The Local Government shall covenant that it will
not reduce its approved customer rates for at least eighteen months after completion of
the Project or (a) until such time as a cost of service study has been completed
establishing the actual operation and maintenance expenses or (b) new rates have been
established by order of the Public Service Commission. The Local Government shall
notify the Authority and the DEP of any action to reduce rates during the eighteen
months following completion of construction of the Project.

T. CLOSING CONDITIONS — The closing is contingent upon receipt
by the DEP and the Authority of a satisfactory final title opinion, the completion of
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administrative review by the DEP, the Local Government’s adoption of the Bond

Resolution and the receipt by the DEP and the Authority of a Buy American Certification
from the Contractor.
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EXHIBIT F

MONTHLY PAYMENT FORM

West Virginia Water Development Authority
180 Association Drive '
Charleston, WV 25311

Re: [Name of bond issue]

Ladies and Gentlemen:

The following deposits were made to the West Virginia Municipal Bond
Commission on behalf of [Name of Local Government] on [Date].

Sinking Fund:
Interest | $
Principal $
Total: $
Reserve Account: $

Witness my signature this ___ day of
[Name of Local Government]

By:

Authorized Officer

Enclosure: copy of check(s)
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EXHIBIT G

OPINION OF BOND CQUNSEL FOR LOCAL GOVERNMENT

[To Be Dated as of Date of Loan Closing]

West Virginia Water Development Authority
180 Association Drive
Charleston, WV 25311

West Virginia Department of Environmental Protection
601 57" Street
Charleston, WV 25304

Ladies and Gentlemen:

We are bond counsel to (the “Local Government™), a

We have examined a certified copy of proceedings and other papers relating to the
authorization of (i) a ARRA assistance agreement dated , , including all
schedules and exhibits attached thereto (the “ARRA Assistance Agreement”), among the
Local Government, the West Virginia Water Development Authority (the “Authority™)
and the West Virginia Department of Environmental Protection (the “DEP™), and (ii) the
issue of a series of revenue bonds of the Local Government, dated , (the
“Local Bonds™), to be purchased by the Authority in accordance with the provisions of
the ARRA Assistance Agreement. The Local Bonds are issued in the principal amount of

$ » in the form of one bond, registered as to principal and interest to the
Authority, with principal and interest payable quarterly on March 1, June 1, September 1,
and December 1 of each year, beginning 1, , and ending 1, , all as

set forth in the “Schedule Y™ attached to the ARRA Assistance Agreement and
incorporated in and made a part of the Local Bonds.

The Local Bonds are issued for the purposes of (i) , and (ii)
paying certain issuance and other costs in connection therewith.
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We have also examined the applicable provisions of of the
Code of West Virginia, 1931, as amended (the “Local Statute”), and the bond

duly adopted or enacted by the Local Government on , as supplemented by the
supplemental
resolution duly adopted by the Local Government on (collectively,

the “Local Act”), pursuant to and under which Local Statute and Local Act the Local
Bonds are authorized and issued, and the ARRA Assistance Agreement has been
undertaken. The Local Bonds are subject to redemption prior to maturity to the extent, at
the time, under the conditions and subject to the limitations set forth in the Local Act and
the ARRA Assistance Agreement.

Based upon the foregoing and upon our examination of such other documents as
we have deemed necessary, we are of the opinion as follows:

1. The ARRA Assistance Agreement has been duly authorized by and
executed on behalf of the Local Government and is a valid and binding special obligation
of the Local Government, enforceable in accordance with the terms thereof.

2. The ARRA Assistance Agreement inures to the benefit of the Authority and
the DEP and cannot be amended so as to affect adversely the rights of the Authority or
the DEP or diminish the obligations of the Local Government without the consent of the
Authority and the DEP.

3. The Local Government is a duly organized and validly existing
, with full power and authority to acquire and
construct the Project, to operate and maintain the System, to adopt or enact the Local Act
and to issue and sell the Local Bonds, all under the Local Statute and other applicable
provisions of law.

4. The Local Act and all other necessary orders and resolutions have been
legally and effectively adopted or enacted by the Local Government and constitute valid
and binding obligations of the Local Government, enforceable against the Local
Government in accordance with their terms. The Local Act contains provisions and
covenants substantially in the form of those set forth in Section 4.1 of the ARRA
Assistance Agreement.

5. The Local Bonds have been duly authorized, issued, executed and delivered
by the Local Government to the Authority and are valid, legally enforceable and binding
special obligations of the Local Government, payable from the net or gross revenues of
the System set forth in the Local Act and secured by a first lien on and pledge of the net
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or gross revenues of the System, all in accordance with the terms of the Local Bonds and
the Local Act.

6. The Local Bonds are, by statute, exempt , and under
existing statutes and court decisions of the United States of America, as presently written
and applied, the interest on the Local Bonds is excludable from the gross income of the
recipients thereof for federal income tax purposes.

No opinion is given herein as to the effect upon enforceability of the Local Bonds
of bankruptcy, insolvency, reorganization, moratorium and other laws affecting creditors'
rights or in the exercise of judicial discretion in appropriate cases.

We have examined the executed and authenticated Local Bond numbered R-1, and
in our opinion the form of said bond and its execution and authentication are regular and
proper.

Very truly yours,
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SCHEDULE X

DESCRIPTION OF LOCAL BONDS

A. Series A Bonds (CWSRF Base Program)

Principal Amount of Local Bonds $2,965,216
Purchase Price of Local Bonds ~ $2,965,216

The Local Bonds shall bear no interest. Commencing March 1, 2012, principal of
the Local Bonds is payable quarterly, with no administrative fee. Quarterly payments
will be made on March 1, June 1, September 1 and December 1 of each year as set forth
on the Schedule Y attached hereto and incorporated herein by reference.

The Local Government shall submit its payments monthly to the Commission with
instructions that the Commission will make quarterly payments to the Authority at such
address as is given to the Commission in writing by the Authority. If the Reserve
Account is not fully funded at closing, the Local Government shall commence the
payment of the 1/120 of the maximum annual debt service on the first day of the month it
makes its first monthly payment to the Commission. The Local Government shall
instruct the Commission to notify the Authority of any monthly payments which are not
received by the 20th day of the month in which the payment was due.

The Local Bonds are fully registered in the name of the Authority as to principal
only and the Local Bonds shall grant the Authority a first lien on the net or gross
revenues of the Local Government's system as provided in the Local Act.

The Local Government may prepay the Local Bonds in full at any time at the price
of par upon 30 days' written notice to the Authority and DEP. The Local Government
shall request approval from the Authority and DEP in writing of any proposed debt which
will be issued by the Local Government on a parity with the Local Bonds which request
must be filed at least 60 days prior to the intended date of issuance.

As of the date of the Loan Agreement, the Local Bonds are on a parity as to liens,
pledge and source of and security for payment with the following obligations of the Local
Government: none.

Number of New Customers to Be Served: 5 re-sale
Location:  Canaan Valley
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B. Series B Bonds (ARRA)

Principal Amount of Local Bonds $1,958,455
Purchase Price of Local Bonds  $1,958,455

The Local Bonds shall bear no interest. The Authority at the direction of the DEP
shal] forgive the principal amount of the Local Bonds. Principal forgiveness shall begin
on March 1, 2012, and shall be made quarterly thereafter (March 1, June 1, September 1
and December 1 of each year) as set forth on Schedule Y attached hereto and
incorporated herein by reference.

The Local Bonds are fully registered in the name of the Authority.
The Local Government shall make monthly payments into the Renewal and
Replacement Fund as required by Section 4.1 of this Agreement for at least the term of

the LLocal Bonds.

The Local Government shall notify the Authority and the Council of any proposed
bond indebtedness secured by the revenues of the System.
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SCHEDULE Y

DEBT SERVICE SCHEDULES B
Canaan Valley PSD i
CWSRF b |
40 Years from Closing Date
. 0% Interest Rate n
0% Administrative Fee "
Dated
Date 1/22/10
Delivery
Date 1/ 22/10
h Period Debt
Ending Principat interest Service
- . 1/22/10
- 3/1/12 19,508 19,508
6/1/12 19,508 15,508
9/1/12 19,508 19,5081
12/1/12 19,508 19,508
. 3/1/13 29,508 19,508 )
6/1/13 19,508 19,508
9/1/13 19,508 19,508
_____ 12/31/13 19,508 19,508
3/1/14 19,508 19,508 —
) §/1/14] 19,508 19,508
9/1/14 19,508 19,508
12/1/14 39,568 19,508
3/1/15 19,508 19,508
6/1/15 19,508 19,508
" 9/1f15 19,508 19,508 e e ot
. 12/3/15 19,508 19,508
3/1/16 19,508 19,508 -
§/1/16 19,508 19,508
- 9/1/16 19,508 19,508
12/1/16 19,508 19,508
3/1/17 19,508 19,508
6/1/17 19,508 . 19508
i X 917 19,508 19,508
________ § 12/3/17 19,508 19,508 3
3/1/18 19,508 19,508
5/1/18 19,508 19,508
9/1/18 19,508 15,508
" 12/1/18 19,508 19,508 -
~ - 3/1/19 19,508 19,508 _
i 6/1/19! 19508 19,508
_ 9/1/19 19,508 19,508
12/1/19 19,508 19,508
3/1/20 19,508 19,508
§/1/20 19,508 19,508
- 9/1/20 10 508 19,508
e, » o 12/1/20 19,508 19,508 -
L B 3/1/21 15,508 19,508 " R
_ 6/1/21 19,508 195080
8/1/21 19,508 19,508
12/1/21 19,508 39,508
3/1/22 19,508 19,508
6/1/22 19,508 I 19508
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Canaan Valley PSD

CWSRF

40 Years from Closing Date

0% Interest Rate

0% Administrative Fee

Period ; Debt
______ Ending Principal Interest Service —— i
e et vt o e s 1+ G922 19,508 . 15,508 . S
» 12/3/22 19,508 19,508
L B3 18,508 e A 508
6/1/23 16,508 19,508 B
9/1/23 19,508 19,508 o
12/1/23 19,508 18,508
ke s ot L1241 19,50Bf 19,508 - s v
6/1/24 18,508 19,508
— 9/1/24 19,508 . 19,508 | B e
12/1/24 19,508 19,508
3/3/25 19,508 19,508 ——
6/1/25 19,508 19,508
e 9/1/2% 18,508 19,508
12/1/25 19,508 19,508
3/1/26 19,508 19,508 - -
6/1/26 19,508 18508
9/1/26 19,508 19,508
12/1/26 19,508 19,508
s 3/1/27 19,508 18,508
6/1/27 19,508 19,508
- 9f1/27 19,508 19,508
12/1/27 19,508 19.508
3/1/28 19,508 19,508
6/1/28 19,508 19508
- 9/1/28 19,508 15,508
e o 12/1/28 19,508 19,508 E
3/1/29 19,508 19,508
6/1/26 19,508 19,508
9/1/29 19,508 19,508
) 12/1/29 19,508 19,508
3/1/30 19,508 19,508
6/1/30 19,508 19,508
9/1/30 19,508 19,508
12/1/30 19,508 19,508 -
3/1/31 19,508 19,508
6f1/31] 19508 18508 A
9/1/31 19,508 19,508
e N 12/1/31 19,508 19,508 _ .
3/1/32 19,508 19,508
e s e S WL -2 V- 12,508 . 19,508 et e
9/1/32 19,508 18,508
12/1/32 16,508 19,508
3/1/33 19,508 19,508
5/1/33 19,508 19,508
9/1/33 19,508 19,508
12/1/33 19,508 19,508 o
3/1/34; 19,508 19,508
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Canaan Valley PSD__

CWSRF

40 Years from Closing Date

0% Interest Rate

0% Administrative Fee

Period Debt
Ending!  Principal interest Service
6(1/34; .. 19,508 .. Aos508 .
9/1/34 19,508 19,508
______ 12/1/34 19,508 " 19,508 ]
3/1/35 19,508 19,508
6/1/35{ 19,508 19,508 -
9/1/35 19,508 19,508
12/1/35 19,508 19,508 ]
3/1/36 18,508 19,508
- . B[1/38 19,5081 .. 19,508; ... -
9/1/36 19,508 19,508
12/1/36 8508 19,508
3f1/37 19,508 19,508
e 6/1/371 19508 19,508
9/1/37 18,508 159,508 -
12/1/37 19,508 19,508 I
3/1/38 19,508 19,508
6/1/38 19,508 19,508
9/1/38 19,508 19,508
12/1/38 19,508 18,508 od
3/1/39 19,508 19,508
5/1/39 19,508 19,508
9/1/39 19,508 19,508
12/1/38 19,508 19,508
3/3/40 19,508 19,508
" 6/1/40 19,508 19,508
9/1/40f 19,508 19,508
12/1/40 19,508 19508
- 3/1/a1} 19,508t 18,508
6/1/41 19,508 19,508
) 9/1/43; . 18,508 ko 40508
12/1/41 19,508 19,508
N 3/1/42 19,508 19,508
6/1/42 19,508 19,508
. 9/1/4z2| . 19508 . 19,508
12/1/42 19,508 19,508
] 3/1/43 19,508 19,508 e
6/1/43 189,508 19,508
. 8/1/43; 19,508 19,508
12/1/43 18,508 19,508
) 3/1/84) . 395081 19,508
» 6/1/44 19,508 18,508
i . 9/1/44 19,508 19,508
12/1/44 19,508 19,508
e 3/1/45 195081 19,508
6/1/45 19,508 15,508
9/1/45 19,508 18,508
12/1/45 18,508 19,508
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......Canaan Valley PSD____

CWSRF

40 Years from Closing Date

0% Interest Rate

0% Administrative Fee

Period et
Ending: Principal Interest Service
e _ .. 3148 19,508 - 19,508 .
6/1/46 19,508 19,508
R " 5/1/46 19,508 19,508 s
N 12/1/46 19,508 15,508
. - o 3(4/47)......19508] 13,508
6/1/47 19,508 19,508
9/1/47).... . 19,508] e HE20R e e
- 12/1/47 19,508 19,508 -
- 3/1/48; . .19,308 e 2508
. 6/1/48 19,508 19,508
S b HAABY 39,5085 B IBOBL et e e
12/1/48 19,508 19,508
3/1/49 19,508 19,508 -
6/1/49 19,508 19,508
et et 9/1/49 19,508 15,508 . o]
12/1/48 19,508 19,508
2,965,216 2,565,216
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Canaan Valley PSD

ARRA
10 Years .
Dated
e S Date 1/22/10 - -
Delivery
Date . 1/22/10 e s e e
Period Debt Principal
Ending Service Forgivenass e
1/22/10
S 3y12f | -amge2i -48,962 N
6/1/12 -48 063 48 962
9/1/12 -48 962 _-48,962 e
12/1/12 ~48,962 -48 962
,,,,,,,, 3/1/13; . -48,952 . -A8,962 e e
5/1/13 -48,962 -48,962
_ _ 9/1/13 -48,962: -48,962 _ . N
12/1/13 -48,962 -48,062
. N 3/1/14 -48 962 -48,962 -
6/1/14 -48,962 ~48,962
5/1/14 -48,962 -48,962
12/1/14 48,562 -48,962
LBfAfast  -4B,S62 -48,962
6/1/15 -48,862 -48,962
9/1/15 -48,951 -48,961
12/1/15 -48,961 -48.861
3/1/16 -48,961 -48 851 .
6/1/16 ~48 961 -48,961
9/1/16 ~48,961 48961
5 12/3/16)  -48.061 -48,961
3/1/17 -48,961 -48,961
U S 6/1/17 -48,961 -48,961
5/1/37 -48,963 -48,961
3T 48,961 -48,961
3/1/18 -48,951 -48 851
6/1/18i  -48,9611 -48,951
9/1/18 -48,961 -48.961
12/1/18 -48,961 48,961 e .
3/1/19 -48,061 -48,961
6ft/19] . -A48,261 48,961 - .
9/1/19 -48961 -48,961
12/1/19 4R9617 -48,96%! .
3/1/20 ~48,05], -48,961
6/1/20 48,951 -48,851
9/1/20 +48,961 -48,951
o 12/1/20 ~48,961 48,961
N 3/1/21 ~48 961 48 961
6/1/21 ~48,96], +48,961 _ -
9/1/21 +48,965], -48,961 N o
i, 12/1f21 ~48,962 -48,962 .
_oN Jp— ‘1’958’455 -1'953"“55 RO —
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S EP OE Chase Towey, Eighth Floor Writer's Contact Information
I I & PO. Box 1588 (304) 353-8196 ~ Telephone
) (304) 353-8180 — Facsimile
O F] NSON Charleston, WYV 253261588 John.stump@steptoe-johnson.com
PLLC (304) 353-8000 (304} 353-8180 Fax

ATTORNEYS AT LAW www.steptoe-johnson.com

Jamuary 11, 2010

Vie Hand Delivery

Sandra Squire, Executive Secretary

Public Service Commission of West Virginia
201 Brooks Street

Charleston, West Virginia 25323

Re: Case No.: 09-0970-PSD-SCN

CANAAN VALLEY PUBLIC SERVICE DISTRICT
Application for a certificate of convenience and
necessity to construct two wastewater treatment
facilities, as well as collection/transmission
system to gather and transport sewer flow to the
proposed facilities and appurtenances related
thereto

Dear Ms. Squire:

Enclosed herein for filing on behalf of the Canaan Valley Public Service District,
please find an affidavit by the District’s certified public accountant.

Please file the enclosed affidavit and distribute the additional copies to the
appropriate parties at the Commission. Additionally, I ask that you date stamp the file copy
provided and return it with our messenger. Thank you in advance for your attention to this
matter, and should you have any questions please contact me at (304) 353-8196.

Best Regards,

(W. V. State Bar No. 6385)

Enclosures

124050.00001

West Virginia © Ohio ® Kentucky ﬁg%—"m%%;



SCOTT and NYPL, CPAs, A.C.

Certified Public Accountanits

44 South Randoiph Avenue GEORGE R. SCOTT, MBA, CPA
PO. Box 1998 MILAN NYPL, CPA, CVA
Elkins, WV 26241

{304) 6367420

FAX {304} 636-7538

PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

Case No.: 09-0970-PSD-SCN

CANAAN VALLEY PUBLIC SERVICE DISTRICT

Application for a certificate of convenience and
necessity fo construct two wastewater treatment
facilities, as well as collection/transmission system to
pather and transport sewer flow fo the proposed
facilities and appurtenances related thereto

STATE OF WEST VIRGINIA
COUNTY OF RANDOLPH, TO-WIT:

AFFIDAVIT

We, Scott & Nypl, CPAs, after making an oath of affimpation to tell the truth, say that,
we have reviewed the Recommended Decision of the Public Service Commission of West
Virginia in Case No. 09-0970-PSD-SCN entered Novernber 6, 2009, approving financing
consisting of (a) State Tribal Assistance Grauts of $2,726,100, (b) a Water Development
Authority Grant Anticipation Note of $4,000,000 to be replaced by a grant from the u.s.
Economic Development Authority, (c) Tucker County Commission grant of 5,000, (d) Canaan
Valley Institute grant of $5,000, (&) an IIDC grant of $160,000, (fy a Clean Water State
Revolving Fund loan of $3,070,445 at 0% interest for a term of 38 years, and (g) a loan in the
amount of $1,958,455 from the Department of Environmental Protection with 100% debt
forgiveness and no annual administrative fee using “green” funds provided by the American
Recovery and Reinvestment Act of 2009, and based upon all the information that has been
provided to us, to date, we am of the opinion that the rates and charges for the District (i) ate
not affected by the revised funding consisting of (a) State Tribal Assistance Grants of
$2,049,129, (b) a $3,492,000 grant from the U.S. Economic Development Authority, (c)
Tucker County Commission grant of 5,000, (d) Canaan Valley Institute grant of $5,000, (e) an
UDC grant of $160,000, (f) a Clean Water State Revolving Fund loan of $2,965,216 at 0%
interest for a term of 40 years and no annual administrative fee, and (g) a loan in the amount of
$1,958,455 from the Department of Environmental Protection with 100% debt forgiveness and
no annual adminisirative fee using “green”. funds provided by the American Recovery and
Reinvestment Act of 2009; and (i) will be sufficient to provide revenues which, together with
otlier revenues of the System, will allow us to provide the CPA certification required for the *
issuance of the Bonds.




This Affidavit is excouted on the /7 7 Tay of Januagy, 2§10

Scoty/& Nyfff CPAs

Taken, subscribed and sworn to before me this | |+b day of January 2010.

My commission expires Jp 4 wiey 1% 40158

-

Notary Public

[SEAL]

PP Py i ite st gt

" OFFICIAL SEAL
NOTARY PUBLIC
STATE OF WEST VﬂGJNIA

GECRGE R, SCOTT, CFA, AG,
P, 0. BOX 1968
ELIGNS, WV 26241
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SCOTT and NYPL, CPAs, A.C.

Certified Public Accountants

44 South Randolph Avenue GEORGE R, SCOTT, MBA, CPA

P.O. Box 1998 MILAN NYPL, CPA, CVA
Elkins, WV 26241

(304) 6367420
FAX {304) 636-7538

PUBLIC SERVICE COMMISSION OF WEST VIRGINIA

Cage No.: 09-0970-PSD-SCN
CANAAN VALLEY PUBLIC SERVICE DISTRICT

Application for a certificate of convenience and
necessity to construct two wastewater treatment
facilities, as well as collection/transmission system to
gather and transport sewer flow to the proposed
facilities and appurtenances related thereto

STATE OF WEST VIRGINIA
COUNTY OF RANDOLPH, TO-WIT:

AFFIDAVIT

We, Scott & Nypi, CPAs, after making an oath of affirmation to tell the truth, say that,
we have reviewed the Recommended Decision of the Public Service Commission of West
Virginia in Case No. 09-0970-PSD-SCN entered November 6, 2009, approving financing
consisting of (a) State Tribal Assistance Grants of $2,726,100, (b) a Water Development
Authority Grant Anticipation Note of $4,000,000 to be replaced by a grant from the U.S.
Economic Development Authority, (c) Tucker County Commission grant of 5,000, (d) Canaan
Valley Institite grant of $5,000, (e) an IJDC grant of $160,000, (f) a Clean Water State
Revolving Fund loan of $3,070,445 at 0% interest for a term of 38 years, and (g) a loan in the
amount of $1,958,455 from the Department of Environmental Protection with 100% debt
forgiveness and no annual administrative fee using “green” funds provided by the American
Recovery and Reinvestment Act of 2009, and based upon all the information that has been
provided to us, to date, we am of the opinion that the rates and charges for the District (i) are
not affected by the revised funding consisting of (a) State Tribal Assistance Grants of
$2,049.129, (b) a $3,492,000 grant from the U.S. Economic Development Authority, (c)
Tucker County Commission grant of 5,000, (d) Capaan Valley Institute grant of $5,000, (¢) an
I'DC grant of $160,000, (f) a Clean Water State Revolving Fund loan of $2,965,216 at 0%
interest for a term of 40 years and no annual administrative fee, and (g) a loan in the amount of
$1,958,455 from the Department of Environmental Protection with 100% debt forgiveness and
no annual administrative fee using “green” funds provided by the American Recovery and
Reinvestment Act of 2009: and (ii) will be sufficient to provide revemes which, together with
other revenues of the System, will allow us to provide the CPA certification required for the
issuance of the Bonds.
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This Affidavit is executed on the // rzay of Januagy, 2010

smﬁ& Nygff CPAs

Taken, subscribed and sworn to before me this { |-l-b day of January 2010.

My comunission expires 1% 18

Notary Public

[SEAL]

- , A e
NOTARY PUBLIC
QTAT.EJ IQMF WEST VIRGINGG,

My commission expires Jatuary 18, 2018 3




CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B
(West Virginia SRT Program/ARRA)

DIRECTION TO AUTHENTICATE AND DELIVER BONDS

The Huntington National Barnk,
as Bond Registrar
Charleston, West Virginia

Ladies and Gentlemen:
On this 22nd day of January, 2010, there are delivered to you herewith:

(1) Bond No. AR-1, constituting the entire original issue
of Canaan Valley Public Service District Sewer
Revenue Bonds, Series 2010 A (West Virginia SRF
Program), in the principal amount of $2,965,216 (the
"Series 2010 A Bonds™), and Bond No.BR-l,
constituting the entire original issue of Canaan Valley
Public Service District Sewer Revenue Bonds,
Series 2010 B (West Virginia SRF Program/ARRA),
in the principal amount of $1,958,455 (the
"Series 2010 B Bonds™), both dated January 22, 2010
(collectively, the "Series 2010 Bonds"), executed by
the Chairman and Secretary of Canaan Valley Public
Service District (the "Issuer") and bearing the official
seal of the Issuer, respectively authorized to be issued
under and pursuant to a Bond Resolution duly
adopted by the Issuer on Jamuary 7, 2010, and a
Supplemental Resolution duly adopted by the Issuer
on Japuary 7,2010 (collectively, the "Bond
Legislation™); '

(2) A copy of the Bond Legislation authorizing the
above-captioned Series 2010 Bonds, duly certified by
the Secretary of the Issuer;

(3) Executed counterparts of an ARRA Assistance
Agreement for the Series 2010 Bonds, dated Japuary

CH5223655



22, 2010, by and among the Issuer, the West Virginia
Water Development Authority (the "Authority™) and
the West Virginia Department of Environmental
Protection (the "DEP"); and

(4) Executed opinions of nationally recognized bond
counsel regarding the validity of the ARRA
Assistance Agreement and the Series 2010 Bonds.

You are hereby requested and authorized to (i) deliver the Series 2010 A Bonds
to the Authority upon payment to the Issuer of the sum of $224,712, representing a portion of the
principal amount of the Series 2010 A Bonds; and (ii) deliver the Series 2010 B Bonds to the
Authority upon payment to the Issuer of the sum of $593,962, representing a portion of the
principal amount of the Series 2010 B Bonds. Prior to such delivery of the Series 2010 Bonds,
you will please cause the Series 2010 Bonds to be authenticated and registered by an authorized
officer, as Bond Registrar, in accordance with the forms of Certificate of Authentication and
Registration thercon.

[Remainder of Page Intentionally Left Blank]
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Dated as of the day and year first writien above.

CANAAN VALLEY PUBLIC SERVICE DISTRICT

et s

12.23.2009
124050.00001

CHS5269000 3



SPECIMEN

UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CANAAN VALLEY PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010 A
(WEST VIRGINIA SRF PROGRAM)

No. AR-1 $2,965,216

KNOW ALL MEN BY THESE PRESENTS: That on this 22nd day of
January, 2010, the CANAAN VALLEY PUBLIC SERVICE DISTRICT, a public service
district, public corporation and political subdivision of the State of West Virginia in Tucker
County of said State (the “Issuer”), for value received, hereby promises to pay, solely from
the special funds provided therefor, as hereinafter set forth, to the West Virginia Water
Development Authority (the “Authority™) or registered assigns the sum of TWO MILLION
NINE HUNDRED SIXTY FIVE THOUSAND TWO HUNDRED SIXTEEN DOLLARS
($2,965,216), or such lesser amount as shall have been advanced to the Issuer hereunder and
not previously repaid, as set forth in the “Record of Advances” attached as EXHIBIT A
hereto and incorporated herein by reference, in guarterly instaliments on March I, June i,
September | and December | of each year, commencing March 1, 2012 to and including
December 1, 2049, as set forth on the “Debt Service Schedule™ attached as EXHIBIT B
hereto and incorporated herein by reference. This Bond is not subject to the SRF
Administrative Fee. '

This Bond shall bear no interest. Principal installments of this Bond are
payable in any coin or currency which, on the respective dates of payment of such
installments, is legal tender for the payment of public and private debts under the laws of the
United States of America, at the office of the West Virginia Municipal Bond Commission,
Charleston, West Virginia (the “Paying Agent”).

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Department of Environmental Protection (the “DEP”), and upon the terms and conditions
prescribed by, and otherwise in compliance with, the ARRA Assistance Agreement by and
among the Issuer, the Authority and the DEP, dated January 22, 2010,

This Bond is issued (i)to pay a portion of the costs of acquisition and
construction of a public sewerage system of the Issuer (the “Project”); and (ii) to pay certain
costs of issuance of the Bonds of this Series (the “Bonds™) and related costs. The Project
and any further improvements or extensions thereto are herein called the “System.” This
Bond is issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article 13A and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended {collectively, the
“Act”), and a Bond Resolution duly adopted by the lssuer on January 7, 2010, and a
Supplemental Resolution duly adopted by the Issuer on January 7, 2010 (collectively, the



“Bond Legislation™), and is subject to all the terms and conditions thereof. The Bond
Legislation provides for the issuance of additional bonds under certain conditions, and such
bonds would be entitled to be paid and secured equally and ratably from and by the funds
and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER
RESPECTS, WITH THE ISSUER’S: SEWER REVENUE BONDS, SERIES 2010 B
(WEST VIRGINIA SRF PROGRAM/ARRA), DATED JANUARY 22, 2010, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $1,958,455 (THE “gERIES 2010 B BONDS”).

This Bond is payable only from and secured by a pledge of the Net Revenues (as
defined in the Bond Legislation) to be derived from the operation of the System, on a parity
with the pledge of Net Revenues in favor of the holders of the Series 2010 B Bonds and
from monies in the reserve account created under the Bond Legislation for the Bonds (the
“Serjes 2010 A Bonds Reserve Account”) and unexpended proceeds of the Bonds. Such
Net Revenues shall be sufficient to pay the principal of and interest, if any, on all bonds
which may be issued pursuant fo the Act and shall be set aside as a special fund hereby
pledged for such purpose. This Bond does not constitute an indebtedness of the Issuer
within the meaning of any constitutional or statutory provisions or limitations, nor shall the
Issuer be obligated to pay the same, except from said special fand provided from the Net
Revenues, the monies in the Series 2010 A Bonds Reserve Account and unexpended
proceeds of the Bonds. Pursuant to the Bond Legislation, the Issuer has covenanted and
agreed to establish and maintain just and equitable rates and charges for the use of the
System and the services rendered thereby, which shall be sufficient, together with other
revenues of the System, to provide for the reasonable expenses of operation, repair and
maintenance of the System, and to leave a balance each year equal to at least 115% of the
maximum amount payable in any year for principal of and interest, if any, on the Bonds and
all other obligations secured by a lien on or payable from such revenues on a parity with or
junior to the Bonds, including the Series 2010 B Bonds; provided however, that so long as
there exists in the Series 2010 A Bonds Reserve Account an amount at Jeast equal to the
maximum amount of principal and interest, if any, which will become due on the Bonds in
the then current or any succeeding year, and in the respective reserve accounts established
for any other obligations outstanding on a parity with or junior to the Bonds, including the
Qeries 2010 B Bonds, an amount at Jeast equal to the requirement therefor, such percentage
may be reduced to 110%. The Issuer has entered into certain further covenants with the
registered owners of the Bonds for the terms of which reference is made to the Bond
Legislation. Remedies provided the registered owners of the Bonds are exclusively as
provided in the Bond Legislation, to which reference is here made for a detailed description
thereof,

Subject to the registration requirements set forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank, Charleston, West Virginia, as registrar (the “Registrar”), by the tegistered
owner, or by its aftorney duly authorized in writing, upon the surrender of this Bond,



together with a written instrument of transfer satisfactory to the Registrar, duly executed by
the registered owner of its attorney duly authorized in writing.

Subject to the registration requirements set forth herein, this Bond, under
the provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounis advanced for preliminary expenses as provided by law and the
Bond Legislation, shall be applied solely to payment of the costs of the Project and costs of
issuance hereof described in the Bond Legistation, and there shall be and hereby is created
and granted a lien upon such monies, until so applied, in faver of the registered owner of
this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent fo and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that a sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the lssuer for the prompt
payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which
this Bond is issued shall be deemed to be a part of the contract evidenced by this Bond to

the same extent as if written fully herein.

[Remainder of Page Intentionally Blank]



IN WITNESS WHEREOF, CANAAN VALLEY PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affixed and attested by its Secretary, and has caused this Bond to be dated the day
and year first written above.

[SEAL]

Secretary



CERTIFICATE OF AUTHENTICATION AND REGISTRATION

A Bonds described in the within-

This Bond is one of the Series 2010
tered in the name of the registered

mentioned Bond Legislation and has been duly regis
owner set forth above, as of the date set forth below.

Date: January 22, 2010.

[HE HUNTINGTON NATIONAL BANK,
as Registrarf™y

7 I e
Authorize L7
Y 4



EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $224,712 January 22, 2010 (19)
2 (20)
3) 23]
(4) (22)
€))] (23)
(6) (24)
&) (25)
(8) (26)
)] (27
(10) (28)
(11) (29)
(12) (30}
{(13) (31)
(14) (32)
(15) (33)
(16) (34)
17) (35)
(18) (36)

TOTAL §




EXHIBIT B

DEBT SERVICE SCHEDULE




BOND DEBT SERVICE
Canaan Valley PSD
CWSRF
40 Years from Closing Date
0% Interest Rate
0% Administrative Fee

Dated Date 1/22/2010

Detivery
Date 1/22/201G

Period

Ending Principal interest Debt Service
1/22/2010
3/1/2012 19,508 ) 19,508
6/1/2012 19,508 19,508
9/1/2022 19,508 15,508
12/1/2012 15,508 19,508
3/1/2013 19,508 13,508
6/1/2012 19,508 19,508
9/1/2013 19,508 19,508
12/1/2013 19,508 15,508
3/1/2014 19,508 15,508
6/1/2014 19,508 19,508
9/1/2014 19,508 19,508
12/1/2014 19,508 19,508 -
3/1/2015 19,508 19,508
6/1/2015 18,508 15,508
5/1/2015 19,508 19,508
12/1/2015 ' 19,508 19,508
3/1/2016 19,508 19,508
6/1/2016 15,508 19,508
5/1/2016 19,508 19,508
12/1/2016 19,508 19,508
3/1/2017 19,508 19,508
57112017 19,508 19,508
9/1/2017 _ 15,508 19,508
12/1/2017 19,508 19,508
3/1/2018 18,508 19,508
6/1/2018 19,508 19,508
9/1/2018 19,508 15,508
12/1/2018 19,508 18,508
2/1/2019 19,508 15,508
6/1/2018 19,508 19,508
9/1/2019 19,508 19,508
12/1/2019 19,508 19,508
3/1/2020 19,508 19,508
6/1/2020 19,508 19,508
8/1/2020 19,508 15,508
12/1/2020 19,508 19,508
3/1/2021 19,508 19,508
6/1/2021 19,508 19,508
9/1/2024% 19,508 19,508
12/1/2021 19,508 19,508
3/1/2022 19,508 19,508
6/1/2022 19,508 18,508

Pec 21, 2009 2:59 pm Prepared by Raymond James & Assotiates, Inc. {WDAILOANS-CANA209) 2




BOND DEBT SERVICE
Canaan Valley PSD
CWSRF
40 Years from Closing Date
0% interest Rate
0% Administrative Fee

Period

Ending Principal Interest Debt Service
0/1/2022 19,508 19,508
12/1/2022 19,508 19,508
3/1/2023 19,508 19,508
6/1/2022 19,508 19,508
9/1/2022 19,508 19,508
12/1/2023 19,508 19,508
3/1/2024 19,508 15,508
5/1/2024 19,508 19,508
9/1/2024 19508 19,508
12/1/2024 19,508 19,508
3/1/2025 19,508 . 19,508
6/1/2025 19,508 19,508
9/1/2025 19,508 19,508
12/1/2025 19,508 19,508
3/1/2026 19,508 19,508
6/1/2026 19,508 19,508
5/1/2026 19,508 19,508
12/1/2026 19,508 19,508
3/1/2027 19,508 19,508
6/1/2027 19,508 19,508
9/1/2027 19,508 19,508
12/1/2027 19,508 19,508
3/1/2028 19,508 19,508
6/1/2028 19,508 19,508
9/1/2028 19,508 19,508
12/1/2028 18,508 19,508
3/1/2029 19,508 19,508
6/1/2029 19,508 19,508
9/1/2029 19,508 19,508
12/1/2029 19,508 19,508
3/1/2030 19,508 19,508
6/1/2030 19,508 19,508
9/1/2030 15,508 19,508
12/1/2030 19,508 19,508
3/1/2021 19,508 19,508
6/1/2031 19,508 19,508
9/1/2031 19,508 19,508
12/1/2031 19,508 19,508
3/1/2032 15,508 19,508
6/1/2032 19,508 19,508
9/1/2032 19,508 19,508
12/1/2032 19,508 19,508
3/1/2033 19,508 19,508
6/1/2033 19,508 19,508
9/1/2033 19,508 19,508
12/1/20332 19,508 19,508
3/1/2034 19,508 19,508

Dec 21, 2008 2:53 pm Prepared by Raymond James & Assoclages, Inc, {WDALDANS-CANA209) 3




40 Years from Closing Date

0% Administrative Fee

BOND DEBT SERVICE
Canaan Valley PSD
CWSRF

0% Interest Rate

Period

Ending Principal Interest Debt Service
6/1/2034 19,508 19,508
9/1/2034 19,508 19,508
12/1/2034 15,508 19,508
3/1/2035 19,508 19,508
6/1/2035 19,508 19,508
9/1/2035 19,508 19,508
12/1/2035 19,508 19,508
3/1/2036 15,508 19,508
6/1/2036 19,508 19,508
9/1/2036 15,508 19,508
12/1/2036 19,508 19,508
3/1/2037 19,508 19,508
6/1/2037 19,508 19,508
3/1/2037 19,508 19,508
12/1/2037 19,508 19,508
3/1/2038 19,508 18,508
6/1/2038 15,508 19,508
5/1/2038 19,508 19,508
12/1/2038 19,508 15,508
3/1/2039 19,508 19,508
6/1/2038 19,508 19,508
9/1/2039 15,508 19,508
12/1/2039 19,508 15,508
3/1/2040 19,508 19,508
6/1/2040 15,508 19,508
9/1/2040 15,508 19,508
12/1/2040 19,508 19,508
3/1/2041 19,508 19,508
6/1/2041 19,508 15,508
9/1/2041 19,508 19,508
12/1/2041 15,508 19,508
3/1/2042 19,508 19,508
6/1/2042 19,508 18,508
9/1/2042 19,508 19,508
12/1/2042 19,508 19,508
3/1/2043 19,508 19,508
6/1/2043 19,508 19,508
9/1/2043 19,508 15,508
12/1/2043 19,508 19,508
3/1/2044 19,508 19,508
6/1/2044 15,508 18,508
9/1/2044 19,508 19,508
12/1/2044 19,508 15,508
3/1/2045 19,508 19,508
6/1/2045 19,508 19,508
9/1/2045 15,508 19,508
12/1/2045 19,508 15,508

Dec 21, 2009 2:59 pm Prepared by Raymond James & Associates, int.

(WDALOANS-CANAZOS) 4
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Canaan Valley PSD
CWSRF
40 Years from Closing Date
0% Interest Rate
0% Administrative Fee

Period
Ending Principal interest Debt Service
3/1/2046 19,508 19,508
6/1/2046 19,508 19,508
9/1/2046 19,508 19,508
12/1/2046 19,508 19,508
3/1/2047 19,508 19,508
6/1/2047 19,508 19,508
59/1/2047 19,508 19,508
12/1/2047 15,508 19,508
3/1/2048 19,508 19,508
6/1/2048 19,508 19,508
9/1/2048 19,508 19,508
12/1/2048 19,508 19,508
2/1/2049 19,508 19,508
6/1/2049 19,508 19,508
9/1/2049 19,508 19,508
12/1/2049 19,508 13,508

2,965,216 2,965,216

Dec 21, 2009 2:59 pm Prepared by Raymond James & Assaciates, Inc. [WDA:LOANS-CANA2DY} 4



(Form of)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto

the within Bond and does hereby irrevocably  constitute  and appoint

‘ , Attorney to transfer the said Bond
on the books kept for registration of the within Bond of the said Issuer with full power of
substitution in the premises.

'

Dated: , 20

In the presence of:




UNITED STATES OF AMERICA
STATE OF WEST VIRGINIA
CANAAN VALLEY PUBLIC SERVICE DISTRICT
SEWER REVENUE BONDS, SERIES 2010 B
(WEST VIRGINIA SRF PROGRAM/ARRA)

No. BR-1 $1,958,455

KNOW ALL MEN BY THESE PRESENTS: That on this 22nd day of
January, 2010, the CANAAN VALLEY PUBLIC SERVICE DISTRICT, a public service
district, public corporation and political subdivision of the State of West Virginia in Tucker
County of said State (the “Issuer”), for value received, hereby promises to pay, solely from
the special funds provided therefor, as hereinafter set forth, to the West Virginia Water
Development Authority (the “Authority™) or registered assigns the sum of ONE MILLION
NINE HUNDRED FIFTY EIGHT THOUSAND FOUR HUNDRED FIFTY FIVE
DOLLARS ($1,958,455), or such lesser amount as shall have been advanced to the Issuer
hereunder and not previously repaid, as set forth in the “Record of Advances” attached as
EXHIBIT A bereto and incorporated herein by reference, in quarterly installments on
March 1, June 1, September 1 and December 1 of each year, commencing March I, 2012 to
and including December 1, 2021, as set forth on the “Debt Service Schedule” attached as
EXHIBIT B hereto and incorporated herein by reference. The Series 2010 B Bonds are not
subject to the SRF Administrative Fee (as defined in the hereinafter described Bond
Legislation).

This Bond shall bear no interest. Principal instaliments of this Bond are forgivable
quarterly as set forth on the "Debt Service Schedule™ attached as EXHIBIT B hereto and
incorporated herein by reference.

This Bond may be redeemed prior to its stated date of maturity in whole or
in part, but only with the express written consent of the Authority and the West Virginia
Department of Environmental Protection (the “DEP”), and upon the terms and conditions
prescribed by, and otherwise in compliance with, the ARRA Assistance Agreement by and
among the Issuer, the Authority and the DEP, dated January 22, 2010.

This Bond is issued (i)to pay a portion of the costs of acquisition and
construction of a public sewerage system of the Issuer (the “Project”); and (ii) to pay certain
costs of issuance of the Bonds of this Series (the “Bonds”) and related costs. The Project
and any further improvements or extensions thereto are herein called the “System.” This
Bond is issued under the authority of and in full compliance with the Constitution and
statutes of the State of West Virginia, including particularly Chapter 16, Article I3A and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended (collectively, the
“Act”), and a Bond Resolution duly adopted by the Issuer on January 7, 2010, and a
Supplemental Resolution duly adopted by the lssuer on January 7, 2010 (collectively, the
“Bond Legislation”), and is subject to all the terms and conditions thereof. The Bond
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Legislation provides for the issuance of additional bonds under certain conditions, and such
bonds would be entitled to be paid and secured equally and ratably from and by the funds
and revenues and other security provided for the Bonds under the Bond Legislation.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF AND SECURITY FOR PAYMENT, AND IN ALL OTHER
RESPECTS, WITH THE ISSUER’S: SEWER REVENUE BONDS, SERIES 2010 A
(WEST VIRGINIA SRF PROGRAM), DATED JANUARY 22, 2010, ISSUED
CONCURRENTLY HEREWITH IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $2,965,216 (THE “SERIES 2010 A BONDS”).

This Bond is payable only from and secured by a pledge of the Net
Revenues (as defined in the Bond Legislation) to be derived from the operation of the
System, on 2 parity with the pledge of Net Revenues in favor of the holders of the
Series 2010 A Bonds and unexpended proceeds of the Bonds. Such Net Revenues shal} be
sufficient to pay the principal of and interest, if any, on all bonds which may be issued
pursuant to the Act and shall be set aside as 2 special fund hereby pledged for such purpose.
This Bond does not constitute an indebtedness of the Issuer within the meaning of any
constitutional or statutory provisions or limitations, nor shall the Issuer be obligated to pay
the same, except from said special fund provided from the Net Revenues, the monies in the
Series 2010 B Bonds Reserve Account and unexpended proceeds of the Bonds. Pursuant to
the Bond Legislation, the Issuer has covenanted and agreed to establish and maintain just
and equitable rates and charges for the use of the System and the services rendered thereby,
which shall be sufficient, together with other revenues of the System, to provide for the
reasonable expenses of operation, repair and maintenance of the System, and to leave a
balance each year equal to at Jeast 115% of the maximum amount payable in any year for
principal of and interest, if any, on the Bonds and all other obligations secured by a lien on
or payable from such revenues on a parity with or junior to the Bonds, including the
Qeries 2010 A Bonds; provided however, that so long as there exists in the Series 2010 B
Bonds Reserve Account an amount at least equal to the maximum amount of principal and
interest, if any, which will become due on the Bonds in the then current or any succeeding
year, and in the respective reserve accounts established for any other obligations outstanding
on a parity with or junior to the Bonds, including the Series 2010 A Bonds, an amount at
least equal to the requirement therefor, such percentage may be reduced to 110%. The
Issuer has entered into certain further covenants with the registered owners of the Bonds for
the terms of which reference :s made to the Bond Legislation. Remedies provided the
registered OWRers of the Bonds are exclusively as provided in the Bond Legislation, to
which reference is here made for a detailed description thereof.

Subject to the registration requirements cet forth herein, this Bond is
transferable, as provided in the Bond Legislation, only upon the books of The Huntington
National Bank, Charleston, West Virginia, as registrar (the “Registrar™), by the registered
owner, or by its aftorney duly authorized in writing, upon the surrender of this Bond,
together with 2 written instrument of transfer satisfactory to the Registrar, duly executed by
the registered owner or its attorney duly authorized in writing.



Subject to the registration requirements set forth herein, this Bond, under
the provision of the Act is, and has all the qualities and incidents of, a negotiable instrument
under the Uniform Commercial Code of the State of West Virginia.

All money received from the sale of this Bond, after reimbursement and
repayment of all amounts advanced for preliminary expenses as provided by law and the
Bond Legislation, shall be applied solely to payment of the costs of the Project and costs of
issuance hereof described in the Bond Legislation, and there shall be and hereby is created
and granted a lien upon such monies, until so applied, in favor of the registered owner of
this Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent 10 and at the
issuance of this Bond do exist, have happened, and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of the Issuer, does not exceed any limit prescribed by the Constitution or statutes
of the State of West Virginia and that 2 sufficient amount of the Net Revenues of the System
has been pledged to and will be set aside into said special fund by the Issuer for the prompt
payment of the principal of this Bond.

All provisions of the Bond Legislation, resolutions and statutes under which

this Bond is issued shali be deemed to be a part of the contract evidenced by this Bond to
the same extent as if written fully herein.

[Remainder of Page Intentionaily Blank]



IN WITNESS WHEREOF, CANAAN VALLEY PUBLIC SERVICE
DISTRICT has caused this Bond to be signed by its Chairman and its corporate seal to be
hereunto affised and attested by its Secretary, and has caused this Bond to be dated the day
and year first written above.

[SEAL]




CERTIFICATE OF AUTHENTICATION AN D REGISTRATION

This Bond is one of the Series 2010 B Bonds described in the within-
mentioned Bond Legislation and has been duly registered in the name of the registered
owner set forth above, as of the date set forth below.

Date: January 22, 2010.

THE HUNTINGTON NATIONAL BANK,

as Registrar &;@

— g

Authorize;;;(ge - “E & ’ ;




EXHIBIT A

RECORD OF ADVANCES
AMOUNT DATE AMOUNT DATE
(1) $593,962 January 22, 2010 (19
(2} (20)
(3) 21
) (22)
() (23)
(6) (24)
D (25)
(8) (26)
(9) (27)
(10) (28)
(1) (29)
(12) (30)
(13) 31
(14) (32)
(15) (33)
(16) (34)
X)) (35)
(18) (36)

TOTAL §




EXHBITB

DEBT SERVICE SCHEDULE




BOND DEBT SERVICE

Canaan Valley PSD
ARRA
10 Years
Dated Date 1/22/2010
Defivery
Date 1/22/2010
period Principal
Ending Debt Service Forgiveness
1/22/2010
3/1/2012 -48,962 -48,962
6/1/2012 -48,962 -48,962
9/1/2012 -48,962 -48,962
12/1/2012 -48,962 -48,962
3/1/2013 -48,962 -48,962
6/1/2013 -48,962 48,962
§/1/2013 -48,962 -48,962
12/1/2013 ~48,962 -48962
3/1/2014 -48,962 -48,962
6/1/2014 -48,962 -48,962
5/1/2014 -48,962 -48,962
12/1/2014 -48,962 -48,962
3/1/2015 ~48,962 -48,962
6/1/2015 -48,962 -48,962
9/1/2015 -48,961 ~48,961
12/1/2015 -48,961 -48,961
3/1/2016 -18,961 -48,961
6/1/2016 -48,961 ~48,961
9/1/2016 -48,961 -48,961
12/1/2016 ~48,961 -48,961
3/1/2017 -48,961 -48,961
6/1/2017 -48,961 ~48,961
9/1/2017 -48,961 -48,961
12/1/2017 -48,961 -48,961
3/1/2018 -48,961 -48,961
6/1/2018 -48,961 ~48,961
9/1/2018 ~-48,961 -48,961
12/1/2018 -418,961 -48,961
3/1/2019 -48,961 -48,961
6/1/2015 -48,961 -48,961
5/1/2015 -48,961 -418,951
12/1/2019 ~-48,961 -48,961
3/1/2020 -48,961 -48,961
6/1/2020 -48,961 -48,961
9/1/2020 -48,961 -48,961
12/1/2020 «48,961 -48,961
3/1/2021 -48,961 -48,961
6/1/2021 -48,961 -48,961
9/1/2021 -48,961 -48,961
12/1/2021 -48,962 -48,962
-1,958,455 -1,958,455

Dec 21, 2009 2:55 pm Prepared by Raymond James & Associates, inc. {(WDA:LOANS-CANA109) 1



(Form of)

ASSIGNMENT

FOR VALUE RECEIVED the undersigned sells, assigns, and transfers unto

the  within Bond and does hereby imevocably  constitute and  appoint

, Attorney to transfer the said Bond
on the books kept for registration of the within Bond of the said Issuer with full power of
substitution in the premises.

Dated: ,20

In the presence of:




Chase Tower, Eighth Floor Writer's Contact Information
STEPTOE & 0,0 50
OHN SON Charleston, WV 25326-1588
] (304) 3533.8000  {304) 353-8180 Fax

PLLC

ATTORNEYS AT LAW www.steptoe-johnson.com

January 22,2010

Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 A
{West Virginia SRF Program)

Canaan Valley Public Service District
Davis, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of
Environmental Protection
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Canaan Valley
Public Service District (the “Issuer™), a public service district, public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $2,965,216 Sewer Revenue
Bonds, Series 2010 A (West Virginia SRF Program), dated the date hereof (the “Bonds™).

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of an ARRA Assistance Agreement dated January 22, 2010, including all schedules
and exhibits attached thereto (the “ARRA Assistance Agreement”), by and among the Issuer, the
West Virginia Water Development Authority (the “Authority™) and the West Virginia Department of
Environmental Protection (the “DEP”), and the Bonds, which are to be purchased by the Authority in
accordance with the provisions of the ARRA Assistance Agreement. The Bonds are originally issued in
the form of one Bond, registered as to principal only to the Authority, bearing no interest, with principal
payable quarterly on March 1, June 1, September 1 and December 1 of each year, commencing March 1,
2012, to and including December 1, 2049, all as set forth in the “Schedule Y” attached to the ARRA
Assistance Agreement and incorporated in and made a part of the Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Articie 13A and
Chapter 22C, Article 2 of the West Virginia Code of 1931, as amended (collectively, the “Act™), for the
purposes of (i) paying a portion of the costs of acquisition and construction of extensions to the existing

10
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Canaan Valley Public Service District, et. al.
Page 2 :

public sewerage system of the Issuer (the “Project™; and (ii) paying certain costs of issuance and related
Costs.

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on January 7, 2010, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on January 7, 2010 (collectively, the “Bond Legislation™), pursuant to and under which Act and
Bond Legislation the Bonds are authorized and issued, and the ARRA Assistance Agreement has been
entered into. The Bonds are subject to redemption prior to maturity to the extent, at the time, under the
conditions and subject to the limitations set forth in the Bond Legislation and the ARRA Assistance
Agreement. All capitalized terms used herein and not otherwise defined herein shall have the same
meanings set forth in the Bond Legislation and the ARRA Assistance Agreement when used herein.

Based upon the foregoing, and upon our examination of such other documents as we have
deemed necessary, we are of the opinion, under existing law, as follows:

I. The Issuer is a duly created and validly existing public service district, public
corporation and political subdivision of the State of West Virginia, with full power and authority to
acquire and construct the Project, to operate and maintain the System, to adopt the Bond Legislation and
to issue and sell the Bonds, all under the Act and other applicable provisions of law.

2. The ARRA Assistance Agreement has been duly authorized by and executed on
behalf of the Issuer, is a valid and binding special obligation of the Issuer enforceable in accordance with
the terms thereof, and inures to the benefit of the Authority and the DEP and cannot be amended by the
Issuer so as to affect adversely the rights of the Authority or the DEP or diminish the obligations of the
Issuer without the written consent of the Authority and the DEP.

3. The Bond Legislation and all other necessary orders and resolutions have been
duly and effectively adopted by the Issuer and constitute valid and binding obligations of the Issuer
enforceable against the Issuer in accordance with their terms. The Bond Legislation contains provisions
and covenants substantially in the form of those set forth in Section 4.1 and Exhibit E of the ARRA
Assistance Agreement.

4. The Bonds have been duly authorized, issued, executed and delivered by the
Issuer to the Authority and are valid, legally enforceable and binding special obligations of the Issuer,
payable from the Net Revenues of the System referred to in the Bond Legislation and secured by a first
lien on and pledge of the Net Revenues of the System, on a parity with respect to liens, pledge and source
of and security for payment with the Issuer’s Sewer Revenue Bonds, Series 2010 B (West Virginia SRF
Program/ARRA), dated January 22, 2010, issued concurrently herewith in the original aggregate principal
amount of $1,958,455 (the “Series 2010 B Bonds”™); all in accordance with the terms of the Bonds and the
Bond Legislation.

5. The Bonds are, under the Act, exempt from taxation by the State of
West Virginia and the other taxing bodies of the State, and the interest on the Bonds, if any, is exempt
from personal and corporate net income taxes imposed directly thereon by the State of West Virginia.

6. The Bonds have not been issued on the basis that the interest, if any, thereon is or
will be excluded from the gross income of the owners thereof for federal income tax purposes. We
express no opinion regarding the excludability of such interest from the gross income of the owners
thereof for federal income tax purposes or other federal tax consequences arising with respect to the
Bonds.

CiH5268941



Canaan Valley Public Service District, et. al.
Page 3

It is to be understood that the rights of the holders of the Bonds and the enforceability of
the Bonds, the ARRA Assistance Agreement and the Bond Legislation, and the liens and pledges set forth
therein, may be subject to and limited by bankruptey, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent constitutionally
applicable and that their enforcement may also be subject to the exercise of judicial discretion and the
application of equitable remedies in appropriate cases.

We have examined the executed and authenticated Bond numbered AR-1, and in our
opinion the form of said Bond and its execution and authentication are regular and proper.

Very truly yours,

TOE & JOHNSON PLLC

12.23,2009
124050.00001

CH5268941



S’_ _‘EP | OE Chase Tower, Eighth Floor Writer’s Contact Information
i N & P.O. Box 1588
]OHN SO N Charleston, WV 25326-1588

s (304) 353.8000 (304) 353-8180 Fax
ATTORNEYS AT LAW www.steptae-johnson.com
January 22,2030

Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 B
(West Virginia SRF Program/ARRA)

Canaan Valley Public Service District
Davis, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of
Environmenta) Protection
Charleston, West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Canaan Valiey
Public Service District (the “Issuer”), a public service district, public corporation and political subdivision
created and existing under the laws of the State of West Virginia, of its $1,958,455 Sewer Revenue
Bonds, Series 2010 B (West Virginia SRF Program/ARRA), dated the date hereof (the “Bonds”).

We have examined the law and certified copies of proceedings and other papers relating
to the authorization of an ARRA Assistance Agreement dated January 22,2010, including all schedules
and exhibits attached thereto (the “ARRA Assistance Agreement”), by and among the Issuer, the
West Virginia Water Development Authority (the “Authority™) and the West Virginia Department of
Environmenta! Protection (the “DEP™), and the Bonds, which are to be purchased by the Authority in
accordance with the provisions of the ARRA Assistance Agreement. The Bonds are originally issued in
the form of one Bond, registered as to principal only to the Authority, bearing no interest, with principal
forgivable quarterly on March 1, June i, September 1 and December 1 of each year, commencing March
1, 2012, to and including December 1, 2021, all as set forth in the “Schedule Y™ attached to the ARRA
Assistance Agreement and incorporated in and made a part of the Bonds.

The Bonds are issued under the authority of and in full compliance with the Constitution
and statutes of the State of West Virginia, including particularly, Chapter 16, Article I3A and
Chapter 22C, Articie 2 of the West Virginia Code of 1931, as amended (coliectively, the “Act”), for the
purposes of (i) paying a portion of the costs of acquisition and construction of the public sewerage
system of the Issuer (the “Project”); and (ii) paying certain costs of issuance and related costs.

CHS5223720 1 1
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Canaan Valley Public Service District, et. al.
Page 2

We have also examined the applicable provisions of the Act, the Bond Resolution duly
adopted by the Issuer on January 7, 2010, as supplemented by a Supplemental Resolution duly adopted by
the Issuer on January 7, 2010 (collectively, the “Bond Legislation”), pursuant to and under which Act and
Bond Legislation the Bonds are authorized and issued, and the ARRA Assistance Agreement has been
entered into. The Bonds are subject to redemption prior to maturity to the extent, at the time, under the
conditions and subject to the limitations set forth in the Bond Legislation and the ARRA Assistance
Agreement. All capitalized terms used herein and not otherwise defined herein shall have the same
meanings set forth in the Bond Legislation and the ARRA Assistance Agreement when used herein.

Based upon the foregoing, and upon our examination of such other documents as we have
deemed necessary, we are of the opinion, under existing law, as foilows:

I. The Issuer is a duly created and validly existing public service district, public
corporation and political subdivision of the State of West Virginia, with full power and authority to
acquire and construct the Project, to operate and maintain the System, to adopt the Bond Legislation and
to issue and sell the Bonds, all under the Act and other applicable provisions of law.

2. The ARRA Assistance Agreement has been duly authorized by and executed on
behalf of the Issuer, is a valid and binding special obligation of the Issuer enforceable in accordance with
the terms thereof, and inures to the benefit of the Authority and the DEP and cannot be amended by the
Issuer so as to affect adversely the rights of the Authority or the DEP or diminish the obligations of the
Issuer without the written consent of the Authority and the DEP.

3. The Bond Legislation and all other necessary orders and resolutions have been
duly and effectively adopted by the Issuer and constitute valid and binding obligations of the Issuer
enforceable against the Issuer in accordance with their terms. The Bond Legislation contains provisions
and covenants substantially in the form of those set forth in Section 4.1 and Exhibit E of the ARRA
Assistance Agreement.

4, The Bonds have been duly authorized, issued, executed and delivered by the
Issuer to the Authority and are valid, legally enforceable and binding special obligations of the Issuer,
payable from the Net Revenues of the System referred to in the Bond Legislation and secured by a first
lien on and pledge of the Net Revenues of the System, on a parity with respect to liens, piedge and source
of and security for payment with the Issuer’s Sewer Revenue Bonds, Series 2010 A (West Virginia SRF
Program), dated January 22, 2010, issued concurrently herewith in the original aggregate principal
amount of $2,965,216 (the “Series 2010 A Bonds™); all in accordance with the terms of the Bonds and the
Bond Legislation.

5. The Bonds are, under the Act, exempt from taxation by the State of
West Virginia and the other taxing bodies of the State, and the interest on the Bonds, if any, is exempt
from personal and corporate net income taxes imposed directly thereon by the State of West Virginia.

6. The Bonds have not been issued on the basis that the interest, if any, thereon is or
will be excluded from the gross income of the owners thereof for federal income tax purposes. We
express no opinion regarding the excludability of such interest from the gross income of the owners
thereof for federal income tax purposes or other federal tax consequences arising with respect to the
Bonds.

CH5268956



Canaan Valley Public Service District, et. al.
Page 3

It is to be understood that the rights of the holders of the Bonds and the enforceability of
the Bonds, the ARRA Assistance Agreement and the Bond Legislation, and the liens and pledges set forth
therein, may be subject to and limited by bankruptcy, insolvency, reorganization, moratorium and other
similar laws affecting creditors’ rights heretofore or hereafter enacted to the extent constitutionally
applicable and that their enforcement may also be subject to the exercise of judicial discretion and the
application of equitable remedies in appropriate cases.

We have examined the executed and authenticated Bond numbered BR-1, and in our
opinion the form of said Bond and its execution and authentication are regular and proper.

Very truly yours,

12.23.2009
124050.00001

CH5268956



Cooper & Preston, PLLC
JOHN W. COOPER

JANET D. PRESTON ATTORNEYS AND COUNSELORS AT LAW TELEPHONE: (304} 478-4600
333 SECOND STREET, P. 0. BOX 365 TELEFAX: (304) 4784601
PARSONS, WEST VIRGINIA 26287

January 22, 2010

Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B
{(West Virginia SRF Program/ARRA)

Canaan Valley Public Service District
Davis, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of
Environmental Protection
Charleston, West Virginia

Steptoe & Johnson PLLC
Charleston, West Virginia

Ladies and Gentlemen:

We are counsel to Canaan Valley Public Service District, a public service district, in Tucker
County, West Virginia (the “Issuer”). As such counsel, we have examined copies of the approving opinions
of Steptoe & Johnson PLLC, as bond counsel, an ARRA Assistance Agreement for the Series 2010 Bonds
dated January 22, 2010, including all schedules and exhibits attached thereto, by and among the Issuer, the
West Virginia Water Development Authority (the “Authority”) and the West Virginia Department of
Environmental Protection (“DEP?”), the Bond Resolution duly adopted by the Issuer on January 7, 2010, as
supplemented by the Supplemental Resolution duly adopted by the Issuer on January 7, 2010 (collectively,
the “Bond Resolution™), orders of The County Commission of Tucker County relating to the Issuer and the
appointment of members of the Public Service Board of the Issuer, and other documents, papers, agreements,
instruments and certificates relating to the above-captioned Bonds of the Issuer (collectively, the “Bonds”).
All capitalized terms used herein and not otherwise defined herein shall have the same meaning set forth in
the Bond Resolution and the ARRA Assistance Agreement when used herein.

We are of the opinion that:



The Issuer is duly created and validly existing as a public service district and as a public
corporation and political subdivision of the State of West Virginia.

I. The ARRA Assistance Agreement has been duly authorized, executed and delivered by
the Issuer and, assuming due authorization, execution and delivery by the other parties thereto, constitute
valid and binding agreements of the Issuer enforceable in accordance with their terms.

2. The members and officers of the Public Service Board of the Issuer have been duly,
lawfully and properly appointed and elected, have taken the requisite oaths, and are authorized to act in their
respective capacities on behalf of the Issuer.

3. The Bond Resolution has been duly adopted by the Issuer and is in full force and effect.

"4, In reliance upon the opinion from Steptoe & Johnson PLLC, the execution and delivery
of the Bonds and the ARRA Assistance Agreement and the consummation of the transactions contemplated
by the Bonds, the ARRA. Assistance Agreement and the Bond Resolution and the carrying out of the terms

thereof, do not and will not, in any material respect, conflict with or constitute, on the part of the Issuer, a
breach of or default under any ordinance, order, resolution, agreement or other instrument to which the Issuer
is a party or by which the Issuer or its properties are bound or any existing law, regulation, court order or
consent decree to which the Issuer is subject.

5. The Issuer has received all orders, certificates and authorizations from the Public Service

. Commission of West Virginia necessary for the issuance of the Bonds, the acquisition and construction of
the Project, the operation of the System and the implementation of rates and charges, and the Issuer has taken
any other action required for the imposition ‘of such rates and charges, including, without limitation, the

- adoption of a resolution prescribing such rates and charges. The Issuer has received a Recommended
Decision of the Public Service Commission of West Virginia dated November 6, 2009 which became final
order on November 26, 2009.in Case No. 09-0970-PSD-SCN, among other things, granting to the Issuer a
certificate of public convenience and necessity for the Project and approving the financing for the Project.
The time for appeal of such Order has expired prior to the date hereof. ‘

6. To the best of our knowledge, there is no litigation, action, suit, proceeding or
investigation at law or in equity (other than the eminent domain proceedings filed with respect to the Project)
before or by any court, public board or body, pending or threatened, wherein an unfavorable decision, ruling
or finding would adversely affect the transactions contemplated by the ARRA Assistance Agreement, the
Bond Resolution, the acquisition and construction of the Project, the operation of the System, the validity of
the Bonds or the collection or pledge of the Net Revenues therefor.

7. We have ascertained that all successful bidders have provided the drug-free workplace
affidavit, submitted their drug fre¢ workplace plan, and the contracts contain language that complies with the
Drug Free Workplace Act, Article 1D, Chapter 21 of the West Virginia Code. We have also ascertained that
all successful bidders have made required provisions for all insurance and payment and performance bonds
and such insurance policies or binders and such bonds have been verified for accuracy. Based upon our
review of the confracts, the surety bonds and the policies or other evidence of insurance coverage in
connection with the Project, we are of the opinion that such surety bonds and policies: (1) are in compliance
with the contracts; (2) are adequate in form, substance and amount to protect the various interests of the
Issuer; (3) have been executed by duly authorized representatives of the proper parties; (4) meet the
requirements of the Act, the Bond Resolution and the ARRA Assistance Agreement; and (5) all such
documents constifute valid and legally binding obligations of the parties thereto inaccordance with the terms,
conditions and provisions thereof. : '



All counsel to this transaction may rely upon this opinion as if specifically addressed to them.

Véry truly

Cooper & Preston, PLLC

12.23.09
124050.00001



Cooper & Preston, PLLC

JOHN W, COOPER ATTORNEYS AND COUNSELORS‘AT LAWwW TELEPHONE: {304} 478-4600
JANET D. PRESTON 333 SECOND STREET, P. O. BOX 365 TELEFAX: (304) 478-4601
‘ PARSONS, WEST VIRGINIA 26287

January 20, 2010

West Virginia Department of Environmental Protection
601 57th Street
Charleston, WV 25304

West Virginia Water Developnﬁent Authority
180 Association Drive
Charleston, WV 25311

John C. Stump, Esaq.

Steptoe & Johnson PLLC
P.O.Box 1588

Charleston, WV 25326

Re:  Final Title Opinion for Canaan Valley Public Service District
Wastewater Treatment, Collection & Transmission |

Ladies and Gentlemen:

‘We are counsel to Canaan Valley Public Service District (the "Issuer") in connection with a
proposed project to construct two {2) wastewater treatment facilities, as well as a collection and
transmission system to gather and transport sewer flow to the proposed facilities and
appurtenances relating thereto. The Project envisions the construction of two (2) decentralized
membrane biological reactor (MBR) sanitary sewage treatment facilities in Canaan Valley, West

" Virginia, serving the areas presently served by Timberline Four Seasons Utilities, Inc., Beaver
Ridge Condominium, North Point Subdivision, North Lake Subdivision, and Black Bear Woods -
Resort. (the "Project™). We provide this final title opinion on behalf of the Issuer to satisfy the
requirements of the West Virginia Department of Environmental Protection (the "DEP") for the
Project. Please be advised of the following: ‘

1. We are of the opinion that the Issuer is a duly created and validly existing public service
district possessed with all the powers and authority granted to public service districts under the
laws of the State of West Virginia to construct, operate and maintain the Project as approved by
the DEP.

2. The Issuer has obtained all necessary permits and approvals for the construction of the
Project.

Page 1 of 3



3. We have investigated and ascertained the location of, and are familiar with the legal
description of, the necessary sites, including easements and/or rights of way, required for the
Project as set forth in the plans for the Project prepared by Thrasher Engmeerlng, Inc., the
consulting engineers for the Project.

4, We have examined the records on file in the Office of the Clerk of the County

. Commission of Tucker County, West Virginia, the county in which the Project is to be located,
and, in our opinion, the Issuer has acquired legal title or such other estate or interest in all of the
necessary site components for the Project, including all easements and/or rights of way, with the
exception of those listed in Paragraph 5, sufficient to assure undisturbed use and possession for
the purpose of construction, operation and maintenance for the estimated life of the Project.

5. The following listed properties are to be acquired by eminent domain and the necessary
filings have been made in the Office of the. Clerk of the Circuit Court of Tucker County,
West Virginia, to permit the Issuer a right-of-entry for the purpose of construction, operation and
maintenance of the Project on the subject properties. The Issuer’s title thereto is defeasible in
the event the Issuer does not satisfy any resulting judgment and/or award in the proceedings for
acquisition of said properties, and our certification is subject to the following pending litigation,

all of which is filed in the office of the Circuit Court of Tucker County, West Virginia:

Name Description Civil Action No. Tax Map Tax Parcel
Timberline Four land for treatment plant, 09-C-49 351 1.4
Seasons Utilities, permanent easements, and
Inc. temporary and construction
easements
Aspen Cen&e, LLC, | permanent easements, and 09-C-50 351G 49 & 50
temporary and construction
easements
Beaver Ridge iand for lift station, permanent | 09-C-53 310 8.5
Condominium Unit | easements, and temporary and
Owners consiruction easements
Association, Inc.,
Potomac Group, permanent easements, and | 09-C-54 310H 1,2,3,4
LLC temporary and construction '
casements
Monongahela permanent easements, and 09-C-52 310 5.1
Power Company & | temporary and construction
West Virginia easements
Public Service -
Commission
Black Bear Woods | fand for lift station, permanent | 09-C-51 310A 22
Resort Owners easements, and temnporary and
Association, Inc. construction easements

Page 2 of 3




6. All deeds, easements é.nd rights of Way which have been acquired to date by the Issuer
have been duly recorded in the Office of the Clerk of the County Commission of Tucker
County to protect the legal title to and interest of the Issuer.

If you should have any questions regarding any of the information contained in this
preliminary title opinion, please do not hesitate to contact this office.

l'/—\
Vers\truly yours,

[ T

i i )
[ E/!ij . L{E 1}4&/
JQHG D. Preston John '\!N Cooper

J

cc:  Samme L. Gee, Esquire’
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CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program}; and
Sewer Revenue Bonds, Series 2010 B
{West Virginia SRF Program/ARRA)

GENERAL CERTIFICATE OF ISSUER AND ATTORNEY ON:

el AN ol

9

10.
11.
2.
13,
4.
15.
16.
7.
18.
19,
20.
21.
22,
23,

We, the undersigned CHAIRMAN and the undersigned SECRETARY of the
Public Service Board of Canaan Valley Public Service District in Tucker County,
West Virginia (the “Issuer”), and the undersigned COUNSEL TO THE ISSUER, hereby
certify this 22nd day of January, 2010 in connection with the Issuer’s Sewer Revenue
Bonds, Series 2010 A (West Virginia SRF Program) and Sewer Revenue Bonds, Series
2010 B (West Virginia SRF Program/ARRA), each dated the date hereof (collectively, the

TERMS
NO LITIGATION

GOVERNMENTAL APPROVALS AND BIDDING
NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS
CERTIFICATION OF COPIES OF DOCUMENTS
INCUMBENCY AND OFFICIAL NAME

LAND AND RIGHTS-OF-WAY

MEETINGS, ETC.

CONTRACTORS’ INSURANCE, ETC.

ARRA ASSISTANCE AGREEMENT
INSURANCE

VERIFICATION OF SCHEDULE

RATES

PUBLIC SERVICE COMMISSION ORDER
SIGNATURES AND DELIVERY

BOND PROCEEDS

PUBLICATION OF NOTICE OF PSC FILING
SPECIMEN BONDS

CONFLICT OF INTEREST

CLEAN WATER ACT

PROCUREMENT OF ENGINEERING SERVICES
GRANTS

EXECUTION OF COUNTERPARTS

“Series 2010 Bonds™), as follows:

CH5223701
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1. TERMS: All capitalized words and terms used in this General
Certificate and not otherwise defined herein shall have the same meaning as set forth in the
Bond Resolution of the Issuer duly adopted January 7, 2010, and the Supplemental
Resolution duly adopted January 7, 2010 (collectively, the “Bond Resolution™).

2. NO LITIGATION: No controversy or litigation of any nature is now
pending or threatened, restraining, enjoining or affecting in any manner the issuance, sale or
delivery of the Bonds, the acquisition or construction of the Project, the operation of the
System, the receipt of Grant proceeds or the Net Revenues, or in any way contesting or
affecting the validity of the Bonds or the Grants, or any proceedings of the Issuer taken with
respect to the issuance or sale of the Bonds, the pledge or application of the Net Revenues
or any other moneys or security provided for the payment of the Bonds or the existence or
the powers of the Issuer insofar as they relate to the authorization, sale and issuance of the
Bonds, the acquisition and construction of the Project, the operation of the System, the
pledge or application of moneys and security or the collection of the Gross Revenues or the
pledge of the Net Revenues as security for the Bonds.

3. GOVERNMENTAL APPROVALS AND BIDDING: All applicable
and necessary approvals, permits, exemptions, consents, authorizations, registrations and
certificates required by law for the acquisition and construction of the Project, the operation
of the System, including, without limitation, the imposition of rates and charges, and the
issuance of the Bonds have been duly and timely obtained and remain in full force and
effect. Competitive bids for the acquisition and construction of the Project have been
solicited in accordance with Chapter 5, Article 22, Section 1 of the West Virginia Code of
1931, as amended, which bids remain in full force and effect.

4, NO ADVERSE FINANCIAL CHANGE; INDEBTEDNESS: There
has been no adverse change in the financial condition of the Issuer since the approval,
execution and delivery by the Issuer of the ARRA Assistance Agreement, and the Issuer has
met all conditions prescribed in the ARRA Assistance Agreement. The Issuer has or can
provide the financial, institutional, legal and managerial capabilities necessary to complete
the Project.

On the Closing Date there will be no outstanding obligations of the Issuer
which will rank on a parity with the Series 2010 Bonds as to liens, pledge, source of and
security for payment.

5. CERTIFICATION OF COPIES OF DOCUMENTS: The copies of the
below-listed documents hereto attached or delivered herewith or heretofore delivered are
true, correct and complete copies of the originals of the documents of which they purport to
be copies, and such original documents are in full force and effect and have not been
repealed, rescinded, amended, supplemented or changed in any way unless modification
appears from later documents also listed below:
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Bond Resolution

Supplemental Resolution

ARRA Assistance Agreement

Public Service Commission Orders

Infrastructure and Jobs Development Council Approval

County Commission Orders Creating the District and Public Service
Commission Order relating thereto

County Commission Orders Appointing Current Boardmembers

Oaths of Office of Current Boardmembers

Rules of Procedure

Minutes of Current Year Organizational Meeting

Minutes on Adoption of Bond Resolution and Supplemental Resolution

NPDES Permit

Department of Environmental Protection Approval of Plans and Specifications

Evidence of Insurance

Evidence of U.S. EPA Grant

Evidence of U.S. EDA Grant

Evidence of County Commission Grant

Evidence of Canaan Valley Institute Grant

WYV Infrastructure Council Grant Agreement

6. INCUMBENCY AND OFFICIAL NAME: The proper corporate title
of the Issuer is “Canaan Valley Public Service District.” The Issuer is a public service

district and public corporation duly created by The County Commission of Tucker County
and presently existing under the laws of, and a public corporation and political subdivision
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of, the State of West Virginia. The governing body of the Issuer is its Public Service Board
consisting of 3 duly appointed, qualified and acting members whose names and dates of
commencement and termination of current terms of office are as follows:

Date of Date of
: Commencement Terminaticon
Name of Office of Office
William B Snyder May 18, 2009 May 18, 2015
Robert Metzger May 18, 2007 May 18, 2011
Calvin Dearborn May 18, 2007 May 18, 2013

The names of the duly elected and/or appointed, qualified and acting
officers of the Public Service Board of the Issuer for the calendar year 2010 are as follows:

Chairperson - Robert Metzger
Secretary - Diane Beail

The duly appointed and acting counsel to the Issuer is Cooper & Preston,
PLLC, West Virginia.

7. LAND AND RIGHTS-OF-WAY: All land in fee simple and all
rights-of-way and easements necessary for the acquisition and construction of the Project
and the operation and maintenance of the System have been acquired or can and will be
acquired by purchase, or, if necessary, by condemnation by the Issuer and are adequate for
such purposes and are not or will not be subject to any liens, encumbrances, reservations or
exceptions which would adversely affect or interfere in any way with the usc thereof for
such purposes. The costs thereof, including costs of any properties which may have to be
acquired by condemnation, are, in the opinion of all the undersigned, within the ability of
the Issuer to pay for the same without jeopardizing the security of or payments on the
Bonds.

8. MEETINGS, ETC.: All actions, ordinances, resolutions, orders and
agreements taken by and entered into by or on behalf of the Issuer in any way connected
with the issuance of the Bonds and the acquisition, construction, operation and financing of
the Project and the System were authorized or adopted at regular or special meetings of the
Governing Body of the Issuer duly and regularly called and held pursuant to the Rules of
Procedure of the Governing Body and all applicable statutes, including, particularly and
without limitation, Chapter 6, Article 9A of the West Virginia Code of 193], as amended,
and a quorum of duly elected or appointed, as applicable, qualified and acting members of
the Governing Body was present and acting at all times during all such meetings. All
notices required to be posted and/or published were so posted and/or published.
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9, CONTRACTORS’ INSURANCE, ETC.: All contractors have
been required to maintain Worker’s Compensation, public liability and property damage
insurance, and builder’s risk insurance where applicable, in accordance with the Bond
Resolution. The successful bidders have provided the Drug-Free Workplace Affidavits as
evidence of compliance with the provisions of Article 1D, Chapter 21 of the West Virginia
Code, All insurance for the System required by the Bond Resolution and ARRA Assistance
Agreement is in full force and effect.

10. ARRA ASSISTANCE AGREEMENT: As of the date hereof,
(i) the representations of the Issuer contained in the respective ARRA Assistance
Agreement are true and correct in all material respects as if made on the date hereof; (ii) the
ARRA Assistance Agreement does not contain any untrue statement of a material fact or
omit to state any material fact necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; (iii) to the best knowledge of
the undersigned, no event affecting the Issuer has occurred since the date of the ARRA
Assistance Agreement which should be disclosed for the purpose for which it is to be used
or which it is necessary to disclose therein in order to make the statements and information
in the ARRA Assistance Agreement not misleading; and (iv) the Issuer is in compliance
with all covenants, terms and representations in the ARRA Assistance Agreement.

The Issuer shall make monthly payments into the Renewal and
Replacement Fund as required by Section 4.1 of the ARRA Assistance Agreement for at
least the term of the Series 2009 B Bonds.

The Issuer shall notify the Authority and the DEP of any proposed bond
indebtedness secured by the revenues of the System.

The special conditions of the ARRA Assistance Agreement are attached as
EXHIBIT A hereto and are hereby accepted, agreed to and incorporated herein by reference.

The Issuer shall serve the additional customers at the location(s) as set forth
in the Certificate of Engineer. The Issuer shall not reduce the amount of additional
customers served by the project without the prior written approval of the Board of the Water
Development Authority (the “Authority™). Following completion of the Project the Issuer
shall certify to the Authority the number of customers added to the system.

11, INSURANCE. The Issuer will maintain or, as appropriate, will
require all contractors to maintain worker’s compensation, public liability, property damage
insurance, standard hazard insurance, builder’s risk insurance, flood insurance and business
interruption insurance, where applicable, in accordance with the Bond Resolution and the
ARRA Assistance Agreement, All insurance for the System required by the Bond
Resolution and the ARRA Assistance Agreement are in full force and effect.

12. VERIFICATION OF SCHEULE: The final Schedule B attached to
the Certificate of Consulting Engineer, accurately represents the estimated costs of the
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Project, the sources of funds available to pay the costs of the Project and the costs of
financing of the Bonds.

13. RATES: The Issuer has received the Recommended Decision of
the Public Service Commission of West Virginia entered November 6, 2009 which became
fina! order on November 26, 2009, in Case No. 09-0970-PSD-SCN, approving the rates and
charges for the services of the System. The Issuer has adopted a resolution prescribing such
rates and charges. The rates will be effective when the Project is substantially complete.

14, PUBLIC SERVICE COMMISSION ORDER: The Issuer has
received the Recommended of the Public Service Commission of West Virginia dated
November 6, 2009 which became final order on November 26, 2009 and Affidavit of
Certifié Public Accountant dated January 11, 2010, in Case No. 09-0970-PSD-SCN,
among other things, granting to the Issuer a certificate of public convenience and necessity
for the Project and approving the rates and charges for the System and the financing for the
Project. The time for appeal of the Final Order has expired prior to the date hereof without
any appeal. Such order is not subject to any further appeal, further hearing, reopening or
rehearing by any customer, protestant, intervenor or other person not a party to such Final
Order.

15. SIGNATURES AND DELIVERY: On the date hereof, the
undersigned Chairman did officially sign ail of the Bonds of the aforesaid issue, consisting
upon original issuance of a single Bond for each series, numbered AR-1 and BR-1,
respectively, all dated the date hereof, by his or her manual signature, and the undersigned
Secretary did officially cause the official seal of the Issuer to be affixed upon said Bonds
and to be attested by his or her manual signature, and the Registrar did officially
authenticate and deliver the Bonds to a representative of the Authority as the original
purchaser of the Bonds under the ARRA Assistance Agreement. Said official seal is also
impressed above the signatures appearing on this certificate.

16. BOND PROCEEDS: (A). On the date hereof, the Issuer received
$224,712 from the Authority and the DEP, being a portion of the principal amount of the
Series 2010 A Bonds; and (B) on the date hereof, the Issuer received $593,962 from the
Authority and the DEP, being a portion of the principal amount of the Series 2010 B Bonds.
The balance of the principal amount of the Bonds will be advanced to the Issuer as
acquisition and construction of the Project progresses.

17. PUBLICATION OF NOTICE OF PSC FILING: The Issuer has
published any required notice with respect to, among other things, the acquisition and
construction of the Project, anticipated user rates and charges, and the filing of a formal
application for a certificate of public convenience and necessity with the Public Service
Commission of West Virginia, in accordance with Chapter 16, Article 13A, Section 25 of
the Official West Virginia Code of 1931, as amended.
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18. SPECIMEN BONDS: Delivered concurrently herewith are true
and accurate specimens of the Bonds.

i9. CONFLICT OF INTEREST: No officer or employee of the Issuer
has a substantial financial interest, direct, indirect or by reason of ownership of stock in any
corporation, in any contract with the Issuer or in the sale of any land, materials, supplies or
services to the Issuer or to any contractor supplying the Issuer, relating to the Bonds, the
Bond Resolution and/or the Project, including, without limitation, with respect to the
Depository Bank. For purposes of this paragraph, a “substantial financial interest” shall
include, without Hmitation, an interest amounting to more than 5% of the particular business
enterprise or contract.

20. CLEAN WATER ACT: The Project as described in-the Bond
Resolution complies with Sections 208 and 303(e) of the Clean Water Act.

21 PROCUREMENT OF ENGINEERING SERVICES: The Issuer
has complied in all respects with the requirements of Chapter 5G, Article! of the
West Virginia Code of 1931, as amended, in the procurement of engineering services to be
paid from proceeds of the Bonds.

22, GRANTS: As of the date hereof, the grant from the U. S.
Environmental Protection Agency in the amount of $2,049,129; the grant from the County
Commission of Tucker County in the amount of $5,000; the grant from the Canaan Valley
Institute in the amount of $5,000; the grant from the West Virginia Infrastructure and Jobs
Development Council in the amount of $160,000; and the grant from the U.S. Economic
Development Administration in the amount of $3,492,000 are all committed and in full
force and effect.

23, EXECUTION OF COUNTERPARTS: This document may be
executed in one or more counterparts, each of which shall be deemed an original and all of
which shall constitute but one and the same document.

[Remainder of Page Intentionally Blank]
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WITNESS our signatures and the official seal of CANAAN VALLEY
PUBLIC SERVICE DISTRICT on the day and year first written above.

[CORPORATE SEAL]

SIGNATURE OFFICIAL TITLE

(j/@ - A ,/@;D Chairman
- &

Secretary

Counsel to Issuer

124050.00001
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WITNESS our signatures and the official seal of CANAAN VALLEY
PURLIC SERVICE DISTRICT on the day and year lirst written above.

[CORPORATE SEAL]

SIGNATERE OFPICEAL YL

Chairman

Secretary

O
;
i

)"1
! 4 P
Cf '
i ST A A Counsel to lssuer

oA IR
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EXHIBIT A

SPECIAL CONDITIONS — ARRA FUNDED PROJECTS

The Local Government shall include the following covenants in its bond authorizing
documents:

A. PUBLIC RELEASE REQUIREMENT - The Local Government
agrees to include, when issuing statements, press releases, requests for proposals, bid
solicitations, groundbreaking or project dedication program documents and other documents
describing projects or programs funded in whole or in part with Federal money, (1) the
percentage of the total costs of the program or project which will be financed with Federal
money, (2) the dollar amount of Federal funds for the project or program, and (3) percentage
and dollar amount of the total costs of the project or program that will be financed by non-
governmental sources,

B. AUDIT REQUIREMENT (Supplement to Article IV 4.1 (b) (x1)) -
Effective October 1, 2003, the Local Government that receives $500,000 or more (in federal
funds) in a fiscal year must obtain audits in accordance with the Single Audit Act and the
applicable OMB Circular or any successor thereto. Financial statement audits are required
once all funds have been received by the Local Government.

C. BUY AMERICAN CERTIFICATION ~ The Local Government
shall cause the contractor(s) to comply with, and provide certification of, the Buy American
provisions of the ARRA in accordance with final guidance from the EPA.

D. ASSET MANAGEMENT - The Local Government shall develop
and implement an asset management plan in accordance with guidelines issued by DEP and
as approved by DEP. New systems shall submit the asset management plan to DEP when
the Project is complete. Existing systems shall submit the asset management plan to DEP
within six months following completion of the Project.

E. CONTRACTS — The Local Government shall enter into contracts
or commence construction by January 28, 2010.

F. LOGO — The Local Government must display the ARRA logo in a
manner that informs the public that the project is an ARRA investment.

G. LOBBYING - The Local Government shall comply with Title 40
CFR Part 34, New Restrictions on Lobbying and shall submit certification and disclosure
forms as required by DEP.

H. PURCHASING REQUIREMENTS - The Local Government shall
comply with Section 6002 of the Resource Conservation and Recovery Act (RCRA) (42
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U.S.C. 6962). Regulations issued under RCRA Section 6002 apply to any acquisition of an
item where the purchase price exceeds $10,000 or where the quantity of such items acquired
in the course of the preceding fiscal year was $10,000 or more. RCRA Section 6002
requires that preference be given in procurement programs to the purchase of specific
products containing recycled materials identified in guidelines developed by EPA. These
guidelines are listed in 40 CFR 247.

L. SUSPENSION AND DEBARMENT - The Local Government
shall comply with Subpart C of 2 CFR Part 180 and 2 CFR Part 1532, entitled
“Responsibilities of Participants Regarding Transactions (Doing Business with Other
Persons). To the extent required by DEP, the Local Government shall provide certifications
as to compliance.

J. REPORTING - The Local Government shall comply with ail
requests for data related to the use of the funds provided under this agreement, including the
information required in section 1512 of ARRA when requested by DEP.

K. INSPECTOR GENERAL REVIEWS ~— The Local Government
shall allow any appropriate representative of the Office of US Inspector General to (1)
examine its records relating to the Project and this ARRA Assistance Agreement and (2)
interview any officer or employee of the Local Government.

L. FALSE CLAIMS - The Local Government must promptly refer to
EPA’s Inspector General any credible evidence that a principai, employee, agent, sub-
grantee contractor, subconiractor, loan recipient, or other person has submitted a false claim
under the False Claims Act or has committed a criminal or civil violation of laws pertaining
to fraud, conflict of interest, bribery, gratuity, or similar misconduct involving funds
provided under this ARRA Assistance Agreement.

M. LIMIT ON FUNDS — The Local Government shall not use funds
for particular activities for any casino or other gambling establishment, agquarium, zoo, golf
course, or swimming pool.

N. WAGE RATES — The Local Government shall require that all
laborers and mechanics employed by its contractors and subconfractors be paid wages at
rates not less than those prevailing on projects of a character similar in the locality as
determined by the Secretary of Labor (DOL) in accordance with subchapter IV of chapter
32 of title 40, United States Code, The Local Government must require that contractors and
subcontractors obtain wage determinations from DOL and comply with DOL guidance and
regulations implementing wage rate requirements applicable to ARRA funds.

0. OFFICE OF MANAGEMENT AND BUDGET (OMB)
GUIDANCE — The Local Government acknowledges and agrees that this ARRA Assistance
is subject to all applicable provisions of implementing guidance for the American Recovery
and Reinvestment Act of 2009 issued by the United States Office of Management and
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Budget, including the Initial Implementing Guidance for the American Recovery and
Reinvestment Act (M-09-10) issued on February 18, 2009 and available on
www.recovery.gov, and any subsequent guidance documents issued by OMB.

P. DISADVANTAGED BUSINESS ENTERPRISE — Pursuant to 40
CFR, Section 33.301, the Local Government agrees to make good faith efforts whenever
procuring construction, equipment, services and supplies, and to require that prime
contractors also comply. The Local Government shall provide DEP with MBE/WBE
participation reports semi-annuaily.

Q. CIVIL RIGHTS - The Local Government shall comply with Title

VI of the Civil Rights Act of 1964, Section 504 of the Rehabilitation Act of 1973, Title IX
of the Education Amendments of 1972, the Age Discrimination Act of 1975, and a variety
of program-specific statutes with nondiscrimination requirements. The Local Government
shall also comply with Title VII of the Civil Rights Act of 1964 (prohibiting race, color,
national origin, religion, and sex discrimination in employment), the Americans with
Disabilities Act (prohibiting disability discrimination in employment and in services
provided by State and local governments, businesses, and non-profit agencies), and the Fair
Housing Act {prohibiting race, color, national origin, age, family status, and disability
discrimination in housing), as well as any other applicable civil rights laws,

R. BOND DESIGNATION — Each Local Bond shall be designated
“Sertes [2009] B” and shall contain “(WVCWSRF Program/ARRA)” in the bond name.

S. USER RATES — The Local Government shall covenant that it will
not reduce its approved customer rates for at least eighteen months after completion of the
Project or (a) until such time as a cost of service study has been completed establishing the
actual operation and maintenance expenses or (b) new rates have been established by order
of the Public Service Commission. The Local Government shall notify the Authority and
the DEP of any action to reduce rates during the eighteen months following completion of
construction of the Project.

T. CLOSING CONDITIONS - The closing is contingent upon receipt
by the DEP and the Authority of a satisfactory final title opinion, the completion of
administrative review by the DEP, the Local Government’s adoption of the Bond Resolution
and the receipt by the DEP and the Authority of a Buy American Certification from the
Contractor.
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CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B

{(West Virginia SRF Program/ARRA)}

ENGINEER’S CERTIFICATE

I, Kenneth P, Moran, Registered Professional Engineer, West Virginia License
No. 011309, of Thrasher Engineering, Inc., Charleston, West Virginia, hereby certify this
22nd day of January, 2010 as follows:

1. My firm is engineer for the acquisition and construction of certain
improvements and extensions (the “Project”) to the existing public sewerage system (the
“System™) of Canaan Valley Public Service District (the “Issuer”), to be constructed
primarily in Tucker County, West Virginia, which acquisition and construction are being
financed in part by the proceeds of the above-captioned bonds (collectively, the “Bonds™) of
the Issuer. Capitalized terms used herein and not defined herein shall have the same
meaning set forth in the Bond Resolution, duly adopted by the Issuer on January 7, 2010, as
supplemented by the Supplemental Resolution duly adopted by the Issuer on January 7,
2010, the ARRA Assistance Agreement for the Series 2010 Bonds, by and among the
Issuer, the West Virginia Water Development Authority (the “Authority”) and the West
Virginia Department of Environmental Protection (the “DEP™), dated January 22, 2010 (the
“ARRA Assistance Apreement”).

2 The Bonds are being issued for the purposes of (i) paying a portion of the
costs of acquisition and construction of the Project; and (ii} paying costs of issuance and
related costs.

3. To the best of my knowledge, information and belief, (i) within the limits
and in accordance with the applicable and governing contractual requirements relating to the
Project, the Project will be constructed in general accordance with the approved plans,
specifications and designs prepared by my firm and approved by the DEP and any change
orders approved by the Issuer, the DEP and all necessary governmental bodies; (ii) the
Project, as designed, is adequate for its intended purpose and has a useful life of at least 40
years, if properly constructed, operated and maintained, excepting anticipated replacements
due to norma! wear and tear; (iii) the Issuer has received bids for the acquisition and
construction of the Project which are in an amount and otherwise compatible with the plan
of financing set forth in the Schedule B attached hereto as Exhibit A and in reliance upon
the opinion of Issuer’s counsel, Cooper & Preston, PLLC, of even date herewith, all
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successful bidders have provided the drug-free workplace affidavit as evidence of
compliance with the provisions of Article 1D, Chapter 21 of the West Virginia Code and
made required provisions for all insurance and payment and performance bonds and such
insurance policies or binders and such bonds have been verified for accuracy; (iv) the
successful bidders received any and all addenda to the original bid documents; (v) the bid
documents relating to the Project reflect the Project as approved by the DEP and the bid
forms provided to the bidders contain the critical operational components of the Project; (vi)
the successful bids include prices for every item on such bid forms; (vii) the uniform bid
procedures were followed; (viii) the Issuer has obtained all permits required by the laws of
the State of West Virginia and the United States necessary for the acquisition and
construction of the Project and the operation of the System; (ix) in reliance upon the
certificate of the Issuer’s certified public accountant, Scott & Nypl, CPAs, of even date
herewith, the rates and charges for the System as adopted by the Issuer and approved by the
West Virginia Public Service Commission will be sufficient to comply with the provisions
of the ARRA Assistance Agreement; (x) the net proceeds of the Bonds, together with all
other monies on deposit or to be simultaneously deposited and irrevocably pledged thereto
and the proceeds of grants, if any, irrevocably committed therefor, are sufficient to pay the
costs of acquisition and construction of the Project approved by the Council; and (xi)
attached hereto as Exhibit A is the final amended “Schedule B - Final Total Cost of Project,
Sources of Funds and Cost of Financing” for the Project.

4, I have received the Buy American Certification from each
contractor.

S. The Project will service 5 new customers in the Tirmberline, North
Lake, North Point, Black Bear and Beaver Ridge areas.

{Remainder of Page Intentionally Biank]
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WITNESS my signature and seal on the day and year first written above.

THRASHER ENGINEERING, INC.

Kenneth P. Moran, P.E.
West Virginia License No. 011309

(SEAL)
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SCOTT and NYPL, CPAs, A.C.

Certified Public Accountants

44 South Randolph Avenue GEORGE R. SCOTT, MBA, CPA

P.O. Box 1998 ‘ MILAN NYPL, CPA, CVA
Etkins, WV 26241
(304) 636-7420

FAX (304) 636-7538
(304) 636-753 January 22, 2610

Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B
{West Virginia SRF Proprani/ARRA)

Canaan Valley Public Service District
Davis, West Virginia

West Virginia Water Development Authority
Charleston, West Virginia

West Virginia Department of Environmental Protection
Charleston, West Virginia

Based upon the sewer rates and charges set forth in the Recommended Decision entered
November 6, 2009 of the Public Service Commission of West Virginia in Case No. 09-0970-PSD-SCN,
and projected operation and maintenance expenses and anticipated customer usage as furnished to us by
Thrasher Engineering, Inc., the Consulting Engineer, it is our opinion that such rates and charges will be
sufficient to provide revenues which, together with other revenues of the sewerage system (the “System”)
of the Issuer, will (i) provide for ali reasonable expenses of operation, repair and maintenance of the
System and (ii) to leave a balance each Fiscal Year equal to at Jeast 115% of the maximum amount
required in any Fiscal Year for payment of principal of and interest on the (a) Sewer Revenue Bonds,
Series 2010 A (West Virginia SRI Program), dated January 22, 2010, issued in the aggregate principal
amount of $2,965216, and (b) Sewer Revenue Bonds, Series 2010 B (West Virginia SRF
Program/ARRA), dated January 22, 2010, issued in the aggregate principal amount of $1,958,455,
{collectively, the “Series 2010 Bonds™).

Very truly yours,

ZOTT, PL, CPAS



CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B
{West Virginia SRF Program/ARRA)}

CERTIFICATE AS TO USE OF PROCEEDS

The undersigned Chairman of the Public Service Board of Canaan Valley
Public Service District in Tucker County, West Virginia (the “Issuer”), being one of the
officials of the Issuer duly charged with the responsibility for the issuance of $2,965,216
Sewer Revenue Bonds, Series 2010 A (West Virginia SRF Program), and $1,958,455 Sewer
Revenue Bonds, Series 2010 B (West Virginia SRF Program/ARRA), of the Issuer, all dated
January 22, 2010 (collectively, the “Bonds”™), hereby certify this 22nd day of January, 2010
as follows:

1. I am one of the officers of the Issuer duly charged with the
responsibility of issuing the Bonds. I am familiar with the facts, circumstances and
estimates herein certified and duly authorized to execute and deliver this certificate on
behalf of the Issuer, Capitalized terms used herein and not otherwise defined herein shall
have the meanings set forth in the Bond Resolution duly adopted by the Issuer on January 7,
2010 as supplemented by Supplemental Resolution duly adopted by the Issuer on January 7,
2010 (collectively, the “Bond Resolution™), authorizing the Bonds.

2. This certificate may be relied upon as the certificate of the Issuer.

3. This certificate is based upon facts, circumstances, estimates and
expectations of the Issuer in existence on January 22, 2010, the date on which the Bonds are
being physically delivered in exchange for an initial advance of $224,712, being a portion of
the principal amount of the Series 2010 A Bonds, and $593,962, being a portion of the
principal amount of the Series 2010 B Bonds, and to the best of my knowledge and belief,
the expectations of the Issuer set forth herein are reasonable.

4. In the Bond Resolution pursuant to which the Bonds are issued, the
Issuer has covenanted that it shall not take, or permit or suffer to be taken, any action with
respect to Issuer’s use of the proceeds of the Bonds which would cause any bonds, the
interest on which is exempt from federal income taxation under Section 103(a) of the
Internal Revenue Code of 1986, as amended, and the temporary and permanent regulations
promulgated thereunder or under any predecessor thereto (collectively, the “Code™), issued
by the West Virginia Water Development Authority (the “Authority™) or the West Virginia
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Department of Environmental Protection (the “DEP”), as the case may be, from which the
proceeds of the Bonds are derived, to lose their status as tax-exempt bonds. The lssuer
hereby covenants to take all actions necessary to comply with such covenant.

5. The Series 2010 A Bonds were sold on January 22, 2010, to the
Authority, pursuant to an ARRA Assistance Agreement dated January 22, 2010, by and
among the Issuer, the Authority and the DEP, for an aggregate purchase price of $2,965,216
(100% of par), at which time, the Issuer received $224,712 from the Authority and the DEP,
being the first advance of the principal amount of the Series 2010 A Bonds. No accrued
interest has been or will be paid on the Series 2010 A Bonds. The balance of the principal
amount of the Series 2010 A Bonds will be advanced to the Issuer as acquisition and
construction of the Project progresses.

6. The Series 2010 B Bonds were sold on January 22, 2010, to the
Authority, pursuant to an ARRA Assistance Agreement dated January 22, 2010, by and
among the Issuer, the Authority and the DEP, for an aggregate purchase price of $1,958,455
(100% of par), at which time, the Issuer received $593,962 from the Authority and the DEP,
being the first advance of the principal amount of the Series 2010 B Bonds. No accrued
interest has been or will be paid on the Series 2010 B Bonds. The balance of the principal
amount of the Series 2010 B Bonds will be advanced to the Issuer as acquisition and
construction of the Project progresses.

7. The Series 2010 A Bonds are being delivered simultaneously with
the delivery of this certificate and are issued for the purposes of (i) paying a portion of the
costs of acquisition and construction of the public sewerage system of the Issuer (the
“Project™; and (ii) paying certain costs of issuance and related costs.

8. The Series 2010 B Bonds are being delivered simultaneously with
the delivery of this certificate and are issued for the purposes of (i) paying a portion of the
costs of acquisition and construction of the Project; and (ii) paying certain costs of issuance
and related costs.

9. Within 30 days after the delivery of the Bonds, the Issuer shall
enter into agreements which require the Issuer to expend at least 5% of the net sale proceeds
of the Bonds on the Project, constituting a substantial binding commitment. The acquisition
and construction of the Project and the allocation of the net sale proceeds of the Bonds to
expenditures of the Project shall commence immediately and shall proceed with due
diligence to completion, and with the exception of proceeds deposited in the Series 2010 A
Bonds Reserve Account and the Series 2010 B Bonds Reserve Account, if any, all of the
proceeds from the sale of the Bonds, together with any investment earnings thereon, will be
expended for payment of costs of the Project on or before November 1, 2011. The
acquisition and construction of the Project is expected to be completed by May 1, 2011.

10. The total cost of the Project is estimated at $10,634,800. Sources
and uses of funds for the Project are as follows:

CH5268799 2



SOURCES

Proceeds of the Series 2010 A Bonds $ 2,965,216
Proceeds of the Series 2010 B Bonds $ 1,958,455
US EPA Grant $ 2,049,129
US EDA Grant $ 3,492,000
County Commission Grant $ 5,000
Canaan Valley Institute Grant h 5,000
Infrastructure Council Grant $ 160,000
Total Sources $10.634,800
USES
Costs of Acquisition and

Construction of the Project $10,593,800
Costs of Issuance $ 41.000
Total Uses 4,80

11. Pursuant to Article V of the Bond Resolution, the following special
funds or accounts have been created or continued relative to the Series 2010 Bonds:

(1) Revenue Fund;

(2)  Renewal and Replacement Fund;

(3)  Series 2010 A Bonds Sinking Fund,

(4)  Series 2010 A Bonds Reserve Account;

(5)  Series 2010 B Bonds Sinking Fund;

(6)  Series 2010 B Bonds Reserve Account: and

(7)  Series 2010 Bonds Construction Trust Fund.

12.  Pursuant to Article VI of the Bond Resolution, the proceeds of the

Bonds will be deposited as follows:

(1)  Series 2010 A Bond proceeds in the amount of $-0-

will be deposited in the Series 2010 A Bonds Sinking Fund as
capitalized interest and applied to payment of interest on the
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Series 2010 A Bonds during acquisition and construction of the
Project and for a period not to exceed six months following
completion thereof.

(2)  Series 2010 B Bond proceeds in the amount of $-0-
will be deposited in the Series 2010 B Bonds Sinking Fund as
capitalized interest and applied to payment of interest on the
Series 2010 B Bonds during acquisition and construction of the
Project and for a period not to exceed six months following
completion thereof.

(3)  Series 2010 A Bonds proceeds in the amount of $-
0- will be deposited in the Series 2010 A Bonds Reserve
Account.

(4)  Series 2010 B Bonds proceeds in the amount of $-
0- will be deposited in the Series 2010 B Bonds Reserve
Account.

(5)  The balance of the proceeds of the Series 2010 A
Bonds will be deposited in the Series 2010 Bonds Construction
Trust Fund as received from time to time and applied solely to
payment of costs of the Project, including costs of issuance of
the Series 2010 A Bonds and related costs.

(6)  The balance of the proceeds of the Series 2010 B
Bonds will be deposited in the Series 2010 Bonds Construction
Trust Fund as received from time to time and applied solely to
payment of costs of the Project, including costs of issuance of
the Series 2010 B Bonds and related costs.

13. Monjes held in the Series 2010 A Bonds Sinking Fund will be used
solely to pay principal of and interest, if any, on the Series 2010 A Bonds and will not be
available to meet costs of acquisition and construction of the Project. All investment
earnings on monies in the Series 2010 A Bonds Sinking Fund and Series 2010 A Bonds
Reserve Account, if any, will be withdrawn therefrom and deposited into the Series 2010
Bonds Construction Trust Fund during construction of the Project, and following
completion of the Project, will be deposited, not less than once each year, in the Revenue
Fund, and such amounts will be applied as set forth in the Bond Resolution.

14, Monies held in the Series 2010 B Bonds Sinking Fund will be used
solely to pay principal of and interest, if any, on the Series 2010 B Bonds and will not be
available to meet costs of acquisition and construction of the Project. All investment
earnings on monies in the Series 2010 B Bonds Sinking Fund and Series 2010 B Bonds
Reserve Account, if any, will be withdrawn therefrom and deposited into the Series 2010
Bonds Construction Trust Fund during construction of the Project, and following
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completion of the Project, will be deposited, not less than once each year, in the Revenue
Fund, and such amounts will be applied as set forth in the Bond Resolution.

15.  Work with respect to the acquisition and construction of the Project will
proceed with due diligence to completion. The acquisition and construction of the Project is
expected to be completed within 15 months of the date hereof.

16.  The Issuer will take such steps as requested by the Authority to ensure
that the Authority’s bonds meet the requirements of the Code.

17.  With the exception of the amount deposited in the Series 2010 A Bonds
Sinking Fund for payment of interest, if any, on the Bonds and the amount deposited in the
Series 2010 A Bonds Reserve Account, if any, all of the proceeds of the Bonds will be
expended on the Project within 21 months from the date of issuance thereof.

18.  With the exception of the amount deposited in the Series 2010 B Bonds
Sinking Fund for payment of interest, if any, on the Bonds and the amount deposited in the
Series 2010 B Bonds Reserve Account, if any, all of the proceeds of the Bonds will be
expended on the Project within 21 months from the date of issuance thereof.

19.  The Issuer does not expect to sell or otherwise dispose of the Project in
whole or in part prior to the last maturity date of the Bonds.

20. The amount designated as costs of issuance of the Bonds consists only
of costs which are directly related to and necessary for the issuance of the Bonds.

21.  All property financed with the proceeds of the Bonds will be owned and
held by (or on behalf of) a qualified governmental unit.

22.  No proceeds of the Bonds will be used, directly or indirectly, in any
trade or business carried on by any person who is not a governmental unit.

23, The original proceeds of the Bonds will not exceed the amount
necessary for the purposes of the issue.

24,  The Issuer shall use the Bond proceeds solely for the costs of the
Project, and the Project will be operated solely for a public purpose as a local governmental
activity of the Issuer.

25.  The Bonds are not federally guaranteed.

26. The Issuer has retained the right to amend the Bond Resolution
authorizing the issuance of the Bonds if such amendment is necessary to assure that the
Bonds remain public purpose bonds.

27.  The Issuer has either (a)funded the Series 2010 A Bonds Reserve
CH5268799 5



Account and Series 2010 B Bonds Reserve Account at the maximum amount of principal
and interest which will mature and become due, respectively, on the Bonds in the then
current or any succeeding year with the proceeds of the Bonds, or (b) created the
Series 2010 A Bonds Reserve Account and Series 2010 B Bonds Reserve Account which
will be funded with equal payments made on a monthly basis over a 10-year period until
such Series 2010 A Bonds Reserve Account and Series 2010 B Bonds reserve Account hold
an amount equal to the maximum amount of principal and interest which will mature and
become due, respectively, on the Bonds in the then current or any succeeding year. Monies
in the Series 2010 A Bonds Reserve Account, the Series 2010 B Bonds Reserve Account,
the Series 2010 A Bonds Sinking Fund and the Series 2010 B Bonds Sinking Fund will be
used solely to pay principal of and interest on each series of the Bonds and will not be
available to pay costs of the Project.

28.  There are no other obligations of the Issuer which (a) are to be issued at
substantially the same time as the Bonds, (b) are to be sold pursuant to a common plan of
financing together with the Bonds and (c) will be paid out of substantially the same sources
of funds of funds or will have substantially the same claim to be paid out of substantiaily the
same sources of funds as the Bonds.

29.  To the best of my knowledge, information and belief, there are no other
facts, estimates and circumstances which would materially change the expectations herein
expressed.

30. The Issuer will comply with instructions as may be provided by the
Authority, at any time, regarding use and investment of proceeds of the Bonds, rebates and

rebate calculations.

31, To the best of my knowledge, information and belief, the foregoing
expectations are reasonable.

{Remainder of Page Intentionally Blank]
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WITNESS my signature on the day and year first written above.

CANAAN VALLEY PUBLIC SERVICE DISTRICT

w2t )

h/lrman

12.23.09
124050.00001
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WV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
1207 Quarrier Street

Suite 401 Date of Report:  22-Jan-10
Charleston, WV 25301

(304) 558-3971

ISSUE: Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 A (West Virginia SRF Program)
ADDRESS: P.O. Box 428, Davis, West Virginia 26260 COUNTY: Tucker
PURPOSE OF ISSUE:
New Money: X
Refunding: REFUNDS ISSUE(S) DATED:  NA
ISSUE DATE: 22-Jan-10 CLOSING DATE: 22-Jan-10
ISSUE AMOUNT: $2,965,216.00 RATE: 0% 0 % admin fee
15T DEBT SERVICE DUE: 1-Mar-12 1ST PRINCIPAL DUE  1-Mar-12
18T DEBT SERVICE AMOUNT $18,508 PAYING AGENT: Municipal Bond Commission
BOND COUNSEL: UNDERWRITERS COUNSEL
Firm: Steptoe & Johnson PLLC Firm: Jackson Kelly, PLLC
Contact John Stump, Esquire Contact; Samme Gee, Esquire
Phone.  (304) 353.8196 Phone: (304) 340-1318
CLOSING BANK: ESCROW TRUSTEE:
Bank: Grant County Bank Firm:
Contact: Brenda Wolford, Manager Contact:
Phone: 304.666.4848 Phene:
KNOWLEDGEABLE ISSUER CONTACT OTHER:
Contact: Robert Metzger Agency: West Virginia Department of
Position: Chairman Environmental Protection
Phone: 304.866.3433 Contact: Rosalie Brodersen

Position: Program Manager
Phone: 926.0499 x 1608

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued interest: 3
Check Capitalized interest: $

Reserve Account: $

Cther: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee $
Check To Issuer $

IGT To Cons. Invest. Fun: $

To Other: $

NOTES:  The Series 2009 A Bonds Reserve Account will be funded over 10 years

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:
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WYV MUNICIPAL BOND COMMISSION NEW ISSUE REPORT FORM
4207 Quarrier Sireet

Suite 401 Date of Report;  1/22/2010
Charleston, WV 25301

(304) 558-3971

1SSUE: Canaan Valiey Public Service Disirict
Sewer Revenue Bonds, Series 2010 B (West Virginia SRF Program)
ADDRESS: P.0O. Box 428, Davis, West Virginia 26260 COUNTY: Tucker
PURPOSE OF ISSUE:
New Money: X
Refunding: REFUNDS ISSUE(S) DATED: NA
ISSUE DATE: 22.Jan-10 CLOSING DATE: 22-Jan-10
ISSUE AMOUNT: $1,058,455.00 RATE: 0%
18T DEBT SERVICE DUE: 100% forgivable 18T PRINCIPAL DUE 100% forgivabie
1ST DEBT SERVICE AMOUNT  100% forgivable PAYING AGENT: Municipal Bond Commission
BOND COUNSEL: UNDERWRITERS COUNSEL
Firm: Steptoe & Johnson PLLC Firm: Jackson Keily, PLLC
Contact John Stump, Esquire Contact: Samme Gee, Esquire
Phone: (304) 353.8196 Phone: (304) 340-1318
CLOSING BANK; ESCROW TRUSTEE:
Bank: Grant County Bank Firm:
Contact: Brenda Wolford, Manager Contact:
Phone: 304.866.4848 Phone:
KNOWLEDGEABLE ISSUER CONTACT OTHER:
Contact: Robert Metzger Agency: West Virginia Department of
Position: Chairman Environmental Protection
Phone:  304.866.8433 Contfact: Rosalie Brodersen

Position: Program Manager
Phone: 926.0499 x 1608

DEPOSITS TO MBC AT CLOSE

By: Wire Accrued interest: $
Check Capitalized interest: $

Reserve Account: %

Other: $

REFUNDS & TRANSFERS BY MBC AT CLOSE

By: Wire To Escrow Trustee %
Check To lssuer $

IGT To Cons. Invest. Furu $

To Other: $

NOTES: The Series 2009 B Bonds are 100% forgivable. The Series 2009 B Bonds Reserve Account will not be funded.

FOR MUNICIPAL BOND COMMISSION USE ONLY:
DOCUMENTS REQUIRED:
TRANSFERS REQUIRED:

258




CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B

{West Virginia SRF Program/ARRA}

ACCEPTANCE OF APPOINTMENT AS DEPOSITORY BANK

Grant County Bank, Petersburg, West Virginia, hereby accepts appointment as
Depository Bank in connection with the Bond Resolution of Canaan Valley Public Service
District (the "Issuer") adopted January 7, 2010, and the Supplemental Resolution of the Issuer
adopted January 7, 2010 (collectively, the "Bond Legisiation"), authorizing issuance of the
Issuer's Sewer Revenue Bonds, Series 2010 A (West Virginia SRF Program), and Sewer Revenue
Bonds, Series 2010 B (West Virginia SRF Program/ARRA), both dated January 22, 2010, issued
in the respective principal amounts of $2,965,216 and $1,958,455 (collectively, the "Bonds™), and
agrees to serve as Depository Bank in connection with the Bonds, alf as set forth in the Bond
Legislation.

WITNESS my signature on this 22nd day of January, 2010,

GRANT CO Y BANK

By:
Its: Authorized Officer

12.23.2009
124050.00001
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CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B
{(West Virginia SRF Program/ARRA)

ACCEPTANCE OF DUTIES AS REGISTRAR

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, hereby
accepts appointment as Registrar in connection with the Canaan Valley Public Service District
Sewer Revenue Bonds, Series 2010 A (West Virginia SRF Program) and Sewer Revenue
Bonds, Series 2010 B (West Virginia SRF Program/ARRA), both dated January 22, 2010,
issued in the respective principal amounts of $2,965,216 and $1,958,455 (collectively, the
"Bonds"), and agrees to perform all duties of Registrar in connection with the Bonds, all as set
forth in the Bond Legislation authorizing issuance of the Bonds.

WITNESS my signature on this 22nd day of January, 2010.

THE HUNTINGTON NATIONAL BANK

By: 3” # L7 _ . A f
Its: Authorizfggff)fggfér

12.23.2000
124050.00001
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CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Program); and
Sewer Revenue Bonds, Series 2010 B

{(West Virginia SRF Program/ARRA)

CERTIFICATE OF REGISTRATION OF BONDS

THE HUNTINGTON NATIONAL BANK, Charleston, West Virginia, as
Registrar under the Bond Legislation and Registrar's Agreement providing for the above-
captioned Bonds of Canaan Valley Public Service District (the "Issuer™), hereby certifies that on
the date hereof, the single, fully registered Sewer Revenue Bonds, Series 2010 A (West Virginia
SRF Program), of the Issuer, dated January 22,2010, in the principal amount of $2,965,216,
numbered AR-I, and the Sewer Revenue Bonds, Series2010 B (West Virginia SRF
Program/ARRA), of the Issuer, dated January 22, 2010, in the principal amount of $1,958,455,
numbered BR-1, were registered as to principal only in the name of "West Virginia Water
Development Authority" in the books of the Issuer kept for that purpose at our office, by a duly
authorized officer on behalf of The Huntington National Bank, as Registrar.

WITNESS my signature on this 22nd day of January, 2010.

THE HUNTINGTON NATIONAL BANK

774

I p. 7 7 ’ p
By ! & o . Y .
Its: Authorize%ﬁ‘ﬁg;f e

12.23.2009
124056.00061
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CANAAN VALLEY PUBLIC SERVICE DISTRICT

Sewer Revenue Bonds, Series 2010 A
(West Virginia SRF Programy}; and
Sewer Revenue Bonds, Series 2010 B

(West Virginia SRF Program/ARRA)

REGISTRAR'S AGREEMENT

THIS REGISTRAR'S AGREEMENT, dated as of the 22nd day of January, 2010, by and
between CANAAN VALLEY PUBLIC SERVICE DISTRICT, a public corporation and political
subdivision of the State of West Virginia (the "Issuer"), and THE HUNTINGTON NATIONAL BANK,
Charleston, West Virginia (the "Registrar").

WHEREAS, the Issuer has, contemporaneously with the execution hereof, issued and
sold its $2,965,216 Sewer Revenue Bonds, Series 2010 A (West Virginia SRF Program), and $1,958,455
Sewer Revenue Bonds, Series 2010 B (West Virginia SRF Program/ARRA), in fully registered form
(collectively, the *Bonds"), pursuant to the Bond Resolution of the Issuer duly adopted January 7, 2010,
and the Supplemental Resolution of the Issuer duly adopted January 7, 2010 (collectively, the "Bond
Legislation™);

WHEREAS, capitalized words and terms used in this Registrar's Agreement and not
otherwise defined herein shall have the respective meanings given them in the Bond Legislation, a copy
of which is attached as EXHIBIT A hereto and incorporated herein by reference;

WHEREAS, the Bond Legislation provides for an appointment by the Issuer of a
Registrar for the Bonds; and

WHEREAS, the Issuer desires to appoint, and by the Bond Legislation and this
Registrar's Agreement does appoint, the Registrar to act as Registrar under the Bond Legislation and to
take certain other actions hereinafter set forth;

NOW, THEREFORE, it is agreed by and between the parties hereto as follows:

I Upon the execution of this Registrar's Agreement by the Issuer and the Registrar
and during the term hereof, the Registrar does accept and shall have and carry out the powers and duties
of Registrar for the Bonds, all as set forth in the Bond Legislation, such duties including, among other
things, the duties to authenticate, register and deliver Bonds upon original isswance and when properly
presented for exchange or transfer, and shall do so with the intention of maintaining the exclusion of
interest on the Bonds from gross income for federal income tax purposes, in accordance with any rules
and regulations promulgated by the United States Treasury Department or by the Municipal Securities
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Rulemaking Board or similar regulatory bodies as the Issuer advises it of and with generally accepted
industry standards.

2. The Registrar agrees to furnish the Issuer with appropriate records of all
transactions carried out by it as Registrar and to furnish the Issuer with the names and specimen
signatures of the Registrar's authorized officers for the purposes of acting as the Registrar and with such
other information and reports as the Issuer may from time to time reasonably require.

3. The Registrar shall have no responsibility or liability for any action taken by it at
the specific direction of the Issuer.

4. As compensation for acting as Registrar pursuant to this Registrar's Agreement,
the Issuer hereby agrees to pay to the Registrar the compensation for services rendered as provided in the
annexed schedule.

5. It is intended that this Registrar's Agreement shall carry out and implement
provisions of the Bond Legislation with respect to the Registrar. In the event of any conflict between the
terms of this Registrar's Agreement and the Bond Legislation, the terms of the Bond Legislation shall
govern.

6. The Issuer and the Registrar each warrants and represents that it is duly
authorized and empowered to execute and enter into this Registrar's Agreement and that neither such
execution nor the performance of its duties hereunder or under the Bond Legislation will violate any
order, decree or agreement to which it is a party or by which it is bound.

7. This Registrar's Agreement may be terminated by either party upon 60 days’
written notice sent by registered or certified mail to the other party, at the following respective addresses:

ISSUER: Canaan Valley Public Service District
P.0. Box 428
Davis, West Virginia 26260
Attention: General Manager

REGISTRAR: The Huntington National Bank
One Huntington Square
Charleston, West Virginia 25301
Attention: Corporate Trust Department

8. The Registrar shall not discriminate on the basis of race, color, national origin or
sex in the performance of this Agreement. The registrar shall carry out applicable requirements of 40
CFR part 33 in the award and administration of contacts awarded under EPA financial assistance
agreements. Failure by the Registrar to carry out these requirements is a material breach of the
Agreement which may result in the termination of this Agreement or other legal available remedies.

CH5269002 2



9. The Registrar is hereby requested and authorized to authenticate and
deliver the Bonds in accordance with the Bond Legislation.

[Remainder of Page Intentionally Blank]
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IN WITNESS WHEREOF, the parties hereto have respectively caused this Registrar's
Agreement to be signed in their names and on their behalf, all as of the day and year first above-
written.

CANAAN VALLEY PUBLIC SERVICE DISTRICT

By: //F/Z“/// /H ,/’/j’f/’)a/z/ >
R

Its: Chairfian

THE HUNTINGTON NATIONAL BANK

Its: Authorizedﬁcer

12.23.2010
124050.00001
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EXHIBIT A

Bond Legislation included in bond transcript as Documents Nos. 1 and 2.
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SCHEDULE OF COMPENSATION
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. RECEIVED 4.
f&ﬁ’ﬂ B @Z‘?;@

| e
THRASHER ENGINEERING, INC. (bﬁiﬂ“(

west virginia departrnent of environmental protection

Division of Water and Waste Managemert Joe Manchin I11, Governor
601 57" Street SE Randy C. Huffman, Cabinet Secretary
Charleston, WV 25304 www wvdep.org

Phone: (304) 926-0495
Fax: (304) 926-0496

October 1, 2009

Bob Metzer, Chairman

Canaan Valiey PSD

P.O. Box 428

Davis, WV 26260

RE: Canaan Valley PSD

Wastewater Collection
and Treatment System
SRF No, C-544446

Dear Mr. Metzer:

The plans and specifications for the above referenced project are hereby approved.

This approval DOES NOT constitute authority to advertise for bids. You will be advised
by separate letter from this agency as to when such an advertisement can be initiated.

Please be advised it will be necessary to issue an addendum to the contract documents
prior to opening of bids to include the current State and Federal Labor Wage Determinations.
This and all addenda and revisions to the contract documents must be telefaxed to this office for
approval and issued to plan holders five (5} days prior to bid opening. Failure to submit addenda
in a timely manner will automatically nullify approval to 6pen bids. Any addenda issued inside
the five (5) day period prior to the bid opening must include an automatic extension to the bid
opening date of a minimnum of seven (7) days.

If any questions arise, please contact Robert Coontz, P.E. at (304) 457-4588, ext.3209.

Sincerely,

Program Manager
Clean Water SRF Program

Ml/re

ce: Ken Moran, P.E., Thrasher Engineering, Inc., /

Promoting 2 heslthy environment.
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S UNITED STATES ENVIRONMENTAL PROTECTION AGENGY
2 W ¢ | REGION Ii
s | 1650 Arch Street
¢ FROVE Phifadelphia, Pennsylvania 19103-2029
Robert Metzger, Chairman of Board ' : Uy o3
© Canaan Valley Public Service District- ' m
PO Box 428
- Davis, WV 26260

Re:  FY2005/2006 Appropriations Act Grant
to Canaan Valley Public Service District

Dear Mr, Metzger:

As requested, this is to notify the Canaan Valley Public Serve District about the
avaliabzhty of Federal grant funds for the Fiscal Year 2009, as part of the budget for the
Environmental Protection Agency (EPA).

The EPA section of the Consolidated Appropriations Act of 2005 (Public Law 108-447)
made available $1,770,500 to the Canaan Valley Institute to work in conjunction with the
Highlands Action Program for an innovative wastewater demonstration program in Canaan
Valley in Tucker County, West Virginia. The EPA section of Making appropriations Jor the
Department of the Interior, environment, and related agencies for the fiscal year ending September
30, 2006, and for other purposes (Public Law 109-54) made available $955,600 to the Canaan
Valley Institute for the WV Canaan Valley Decentralized Wastewater System.

On April 14, 2009 an administrative change was approved that makes the above funds
available for award to the Canaan Valley Public Serv1ee District.

If you have any questions, please fell free to contact me at (215) 814-5779.

Sincerely, e, A(/

ol 4 el 4 L |

\‘%—'"W
- Ramon Albizu, Préject Ofﬁcer
Office of Infrastructure and Assistance

EXHIBIT
Enclosure

>

cc:  Kiena Smith, Executive Director, CVI

Printed on 100% recycled/recyelable paper with 100% post-consumer fiber and pfacess chlornr
Customer Service Hotline; 800-438-2474
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MEMORANDUM OF UNDERSTANDING '

IH S MEMORANDUM OF UNDERSTANDB\IG (MEMORANDUM), dated this
Cg day of Yyceasate , 2008, by and between the Canaan Valley Institute )
(Inshtute) and the Canaan Vallev Pubhc Service District (District) [hereinafter referred to
jointly as “sponsors”].

WHEREAS, it has been undertaken by these partles by this Memorandurm of
Understanding to unite as the local sponsors in their desire to eooperate with each other on
a basis of mutual advantage and consolidated functions, which will result in the most
econiomic and expeditious construction and {mplementation of the Canaan Valley
Wastewater Treatment Project [hereinafter referred to as the "Project”], located within
TFucker County, West Virginia, and within the designated jurisdiction of the District;

WHEREAS the Institute has been successful in obtaining partial funding to construct the -
Project in the form of a State and Tribal Assistance Grant [hereinafter referred to as
“STAG"] earmarks in BPA fiscal year 2005 (fine item number 442) and fiscal year 2006
(Jine item number 254) appropriation acts

WHEREAS the formation of the D1strlct was authorized by the. West Virginia Public
Service Commission on Apsil 27, 2007;

WHEREAS the District will obtain partial fundmg to consiruct the Prcuect from the West
Virginia Infrastructure and Jobs Developitient Council, and from the WV Department of
Environmenta] Protection. As the District can construct the Project and provide wastewater
treatrnent service to the area, it is in the best interest of both of these pames and the public
good that this project be developed and completed; and

WHEREAS the Project administration will bé simplified, if the District receives all
funding needed to construct the project. -

WITNESSETH:

The parties herelo do mutually covenant and agree as follows:
1. Canadn Valley Institute removes itself as the recipiént of the STAG ﬁmdmg
2. The District will become the recipient of the STAG funding.

3. Following completion of the Project, the District will operate and maintain all
project components,

4. The Institute shall be notified of and may attend all méc‘tings held in regard to the
Project prior to Project cempletion.

5. The initial period of the Memorandum executed herein shall be in effect from the
date signed By both sponsors until all phases of the Project construction are
complefed, The memorandum shall furthier be renewable thereafter, as deemed
necessary by all sponsors.



6. ‘To theéxtent any further: agrecments supplementing this docurnetit may be required
by any govammental apency or regulatory authority having jurisdiction over the
Project or its funding, the parties mutually agree to cooperate and enter such
agreements in good faith.

This instrument is executed by the duly authorized represemative of the respective
parlies set forth below

Canaan Valley Institute.

‘{‘r -. '. . .‘-)
2292 %WC—»//?%

Js duly authorized representative

By: J

- Canaan Valley Public Serui-e-e»»!)-iét ict

M,
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Byi /2 &;L/ \\;Z’va —

Tts du}y{adﬂmrzzed rcprcsentatwc

Acknowledgement
State of ‘Wesfg Virginia
" County of Tucker, to-wit:
’:\%.u,h W a1 a notary public in and for the foregoing State and County

does hereby certify that i Gax LS,QLM&W& i‘ow]edgcd his/her

sighature on the forgoing document on behalf of Canaan Valley Institute as the act and

A deed of said corporatioh thisa hr\_”day oa)QcQuJoLf , 2008, before me in my

said county,

Ao WD Sk

Notary Public

OFFICIAL SEAL )
NOTARY PUBLIC )
STATE OF WEST VIRGINIA "
PALLA K, WORDEN {
HE.68, BOX 12A h

o BRY FORK, WV 26289 b
Wy commisalon expires Decembert?, 20!7. '

Affix notary seal here:




%
",
‘o

v >
Frargy of b

U.S. DEPARTMENT OF COMMERCE
Economic Development Administration
The Curtis Center
Suite 140 South
ndependance Sguare West
Philadelphia, Pennsylvania 13108-3323

In reply refer to:
Investment No. (1-79-08800

;""\; £ \ DYATSTS
NOV ¢ v 2008

Mr. Robert Metzger, President
Canaan Valley Public Service District
P. O. Box 428

Davis, West Virginia 26260

Dear President Metzger:

I am pleased to inform you that the Department of Commerce’s Economic
Development Administration (EDA) has approved your application for a $4,000,000
EDA investment to assist in the installation of a new waste water treatment plant facility
and lines damaged by storms to allow additional light industrial, engineering and
technology, healthcare, biometric, and entrepreneurial related facilities to locate in this
arca.

Enclosed are three signed copies of the Financial Assistance Award. Your
agreement to the terms and conditions of the award should be indicated by the signature
of your principal official on each of the signed copies of the Financial Assistance Award.
Two of the executed copies should be retuimed to Willie C. Taylor, Regional Director,
Philadelphia Regional Office, the Curtis Center, Suite 140 South, 601 Walnut Street,
Philadelphia, Permsylvania 19106. If not signed and returned within 30 days of receipt,
EDA may declare the Award null and void.

Please do not make any comymitments in reliance on this award until you have
carefully reviewed and accepted the terms and conditions. Any commitments entered
into prior to obtaining the approval of EDA in accordance with its regulations and
requirements will be at your own risk.

BDA’s mission is to lead the federal economic development agenda by
promoting innovation and competitiveness, preparing American regions for growth and
success in the worldwide economy. EDA implements this mission by making strategic
investments in the nation’s most economically distressed communitics that encourage

PHILADELPHIA REGIONAL OF FI0E
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private sector collaboration and creation of higher-skill, higher wage jobs. EDA
investments are results driven, embracing the principles of technological innovation,
entrepreneurship and regional development.

I share your expectations regarding the impact of this investment and ook
forward to working with you to meet the economic development needs of your
communities. Please address any questions you may have pertaiing to the Financial
Assistance Award to Mr. Stephen Grady, Acting South Atlantic Area Director at (215)
597-0642.

Sincerely,

Jith -2 —

Willie C. Taylor ¢
Regional Director

Enclosures




TUCKER COUNTY COMMISSION
REGULAR SESSION
JUNE 13, 2007
9:00 AM

The Tucker County Commission held its Reguiar Session of the County
Commission Mesting on June 13, 2007 in the Tucker County Courthouse
Courtroom at 9:00 AM.

In attendance were the following: Chris Michaef, David Leary, Tom Carr, Mont
Miller, Linda Eye, Connie Eye, Chris Stadleman, Amanda McCollam, Darla
stemple, Mike Helmick, Bob Metzger, Jack McGuigan, Elliot Ours, Cindy Phillips,
Drew Brubaker, Ron Brubaker, Beiva Dilly, Rob Burns and Allen Hile. -
Immediately following opening prayer and pledge of aliegiance, Chris Michael
called this meeting to ORDER.

The minutes from the May 23, 2007 was approved with two 'correétions and
motion was by Tom Carr, all in favor.

The minutes from the Special Meeting on May 31, 2007 at 8:00 AM was
approved by motion Tom Carr, ali in favor,

Audience and Guests:

Darla Stemple E911 Director discussed addressing project. Information hafs been
uploaded to the WV SAMS Site. Since the website is slow, she is exploring the
possibility of working off the website. There is a training class next Tuesday for
everyone doing the addressing. Darla also requested approval to do a CAD

update with addition of a couple NCIC modules to assist with running license



checks for a total cost of $21,950. This is in their budget and is a part of our 10~

year plan. Motion by Carr to approve CAD update.

Mike Helmick of the Hamrick PSD requested Commission support in reapplying
for a Small Cities Grant to apply for Phase 1l Biackman Flats Sewer Project. Carr

mada motion to approve the request,

Bob Metzger Chairman of the Canaan Valley PSD requested the $5,000 that was
LA ‘
‘ﬁwvﬂ_sglov already approved for the study by Thrasher Engineering and CVI would match
U ‘
W\ ?SD the $5,000. He also_requested another $5,000 for startup funds for the Canaan

R
b Ay
\(DJ‘%O(@ Valley PSD. They plan to use the Canaan Valley Fire Department building for

their office space.

Allen Hile appeared before the Commission with concerns about the care his son
received from EMS while being transported form Cortland Acres Nursing Home
to Tucker Community Care. His son died while being tranépor’ted; Did not have
anyone on the ambulance that could do CPR. Tried to contact the Ambulance
Authority and also requested he attend the next ambulance Authority moeting on
June 20 at 5 PM in the Commission Conference room to express his concerns.

Mr. Hile also had a question about the mineral rights on his property. My taxes
are a!wa&s paid in full, got p_ermission to enter the highway, laid out a housing
development, etc., in 1978. Seventeen years later | get a bill for $538.15. | paid

the taxes after Mega Energy made the assessor put it back on the tax map. Just

T
[



get the run around in the Assessor's office. There is no breakdown of the taxes.
Michael explained that he still owned the mineral rights unless he deeded them

to someone else. Mont Miller tried to explain the situation to Mr. Hile. It was

initially done as an easement to the road and was not deeded to the State Road
and the Assessor took it off the books. Tax ticket covers minerals and property
and is charged as one fee. If the property is sold, you have the option to sell with
mineral rights énd without mineral rights. When land is sold without mineral rights
then there are two tax statements. One to the person that bought the property

and one to the person that sold the property without mineral rights.

UNFINISHED BUSINESS:

Appointment of Belva Dilly to the Tucker County Historic Landmark Commission,

by motion Carr all in favor.
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Appointment of Robert Surns to the Tucker County Histonc Landmark
Commission, by motion Carr allin favor.

Phone System for Magistrate Office was tabled.

NEW BUSINESS:
CWUM

Appointment of David Downs o0 TuskerCounty Zoning Board of Appeals, motion

by Leary, all in favor.

Approve Annual Renewal of Contract with Global Technologies for Computer

Maintenance, by motion Leary all in favor.



Approve Interagency Radio Frequency Use Agreement, by motion Carr afl in
favor.

Commission appraved bid for $45,500 form Oval Construction to complete the

front step replacement of the Courthouse. Alternate bid of 75,200 to replace the
rear steps was tabled.

Commission went into an executive session to discuss personnel issues at 9:45
by motion of Carr. Nothing resolved. Closed Execut_ive Session at 10:20 AM by
motion of Carr.

Approval of Budget Ravision for 811 Director by motion Leary, all in favor
Approval of Erroneous Assessments #152, by motion Carm, all in favor.

‘Approval of Invoices for Payment, by motion Carr, all in favor.

COMMISSIONERS REPORTS:

t oo
HI
~_:.'.-'-..11;;-'§

The next Regular Scheduled Meeting will be June 27, 2007 at 6:PM in the Tucker

County Courtroom.

Linda Eye for
Sherry L. Simmons, Tucker County Clerk

Approved: % C m uf\dz@

James “Chris” Michael, President
Tucker County Commission
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GRANT AGREEMENT
(20078-1007)

This Grant Agreement entered into by and between the WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY (the “Authority”), on behalf of the WEST VIRGINIA
INFRASTRUCTURE AND JOBS DEVELOPMENT COUNCIL (the “Council”) and the CANAAN
VALLEY PUBLIC SERVICE DISTRICT (the “Governmental Agency™).

RECITALS

WHEREAS, the Council has authorized the Authority to make a grant to the
Govemnmental Agency in the amount not to exceed $160,000 (the “Grant™) for the purposes of the
design, acquisition or construction of a project for which a preliminary application has been
submitted and approved by the Council;

WHEREAS, the Governmental Agency wishes to accept the Grant upon such terms
and conditions as are hereinafter set forth for the purposes of designing, acquiring or constructing the
project described in Exhibit A attached hereto and incorporated herein by reference (the “Project”;

WHEREAS, this Grant Agreement sets forth the Council, the Authority and the
Governmental Agency’s understandings and agreements with regard to the Grant.

NOW, THEREFORE, in consideration of the premises and the mutual agreements
. hereinafter contained, the Authority and the Governmental Agency hereby agree as follows:

TERMS

1. Prior to the distribution of the Grant, the Governmental A gency shall provide
the Authority with a Project budget and an anticipated monthly draw schedule reflecting the receipt
dates and amounts from other funding sources. The Project bindget shall not be amended unless the
Governmental Agency has received the prior written consent of the Council.

2. The Authority shall advance the Council's share of the Project costs from the
Grant from time to time upon receipt of a requisition evidencing the costs incurred, which requisition
must be satisfactory to the Authority. Unless agreed to by the Council ptior to the commencement of
construction, the Grant shall be the last dollars expended on the Project.

3. The monthly requisition will also set forth (i) the amounts requested for that
requisition period from all other funding agencies, and (ii) the amounts advanced for the Project to
date from all other funding agencies.

{C1602074.1}




4, The Authority shall wire the approved requisition amount using the wiring
instructions provided in Exhibit A, unless the Council and Authority are provided replacement
instructions in writing.

5. The Governmental Agency will use the proceeds of the Grant only for the
purposes specifically set forth in Exhibit B. ‘

6. The Governmental Agency shall comply with and is bound by the Council’s
rules set forth as Title 167, Series 1 and mote particularly Section 5.9 with respect to the sale of the
Project.

7. The Governmental Agency acknowledges that the Grant may be reduced, from
time to time, to reflect actual Project costs and availability of other funding.

8. The Governmental Agency shall list the Grant provided by the Authority and
the Council in any press release, publication, program bulletin, sign or other public communication
that references the Project, including but not limited to any program document distributed in
conjunction with any groundbreaking or dedication of the Project.

9. This Grant Agreement shall be governed by the laws of the State of West
Virginia.

{C1602074.13




IN WITNESS WHEREOF, the parties hereto have cansed this Grant Agreement
to be executed by the respective duly authorized officers as of the date executed below by the
Authority.

CANAAN VALLEY PUBLIC SERVICE

DISTRIC fQ }4 PL ¢ ﬁ ).

Its \C—h&ll‘ ,w'"’
Date: September 22, 2009
(SEAL)

Attest:
Dyt T Leall

Its: Secretary

WEST VIRGINIA WATER
DEVELOPMENT AUTHORITY

By: .

Its: Executwe Dlrecté/

Date: September 22, 2009
(SEAL)

GM@QOL Ciﬁwnﬁwg

Its: Secretary-Treasurer

{C1602074.1}




Exhibit B

Project Description

The Project consists of the construction of a backbone wastewater transmission and
treatment system. The Grant will be used to acquire or obtain the requisite property interest in lands
and rights of way for the Project; prior to the receipt of a Certificate of Public Convenience and
Necessity from the Public Service Commission of West Virginia, that enables the Governmental
Agency’s attorney to provide the preliminary title required for the Project to go to bid. The
Governmental Agency shall establish escrow accounts for the funds required for each voluntary
seller of lands and/or rights of way and make payments into the court for condemnation proceedings
for cach non-voluntary property owner. If the Governmental Agency does not receive a Certificate
of Public Convenience and Necessity from the Public Service Commission of West Virginia or the
Project is not constructed, the Governmental Agency agrees to return any money released from the
escrow accounts and by the court to the Authority.

{C1602074.1}




SWEEP RESOLUTION
Canaan Valley Public Service District

WHEREAS, Canaan Valley Public Service District (the “Issuer”) is a
governmental body and political subdivision of West Virginia,

WHEREAS, the Issuer has issued bonds, as more specifically set forth on Exhibit
A, attached hereto and incorporated herein by reference (the “Bonds”);

WHEREAS, the Issuer makes or will make monthly debt service payments on
and transfers reserve funds for the Bonds by check to the West Virginia Municipal Bond
Commission (the “MBC”) which in turn pays the owners of the Bonds and deposits funds
in the reserve accounts;

WHEREAS, the MBC may accept such monthly payments by electronic funds
transfer, thereby eliminating delay in payments and lost checks;

WHEREAS, the Issuer finds and determines that it is in the best interest of the
Issuer, its citizens and the owners of the Bonds that the monthly debt service and reserve
fund payments be made by electronic funds transfer with the State Treasurer sweeping
the Issuer’s account.

NOW THEREFORE BE IT RESOLVED AS FOLLOWS:

1) Beginning December 1, 2011, the monthly debt service payments on and
reserve funds for the Bonds, as set forth in Exhibit A, shall be made to the MBC by an
electronic transfer, to the extent funds are available, by the State Treasurer from the
accounts set forth in Exhibit A in such form and at such directions as are provided by the
MBC.

2) The Chairman, Secretary and Treasurer are hereby authorized to sign and
execute all such documents as are necessary to facilitate the electronic transfer of the
Bond debt service and reserve fund payments.

3) This resolution shall be effective immediately upon adoption.

Adopted this 7th day of January, 2010.

CH5268829



American Recovery and Reinvestment Act of 2009 {ARRA}

Project Certification

Program: West Virginia Clean Water State Revolving Fund
Project: Canaan Vailey PSD, Tucker County

Description:

Construction of two sewage treatment facilities which will eliminate five privately
owned package sewage treatment plants, This tnitial project will provide sewage
treatment service to 564 equivalent dwelling units within two specific areas in
Canaan Valley, commonly known as the Timberline area and the Black Bear, Beaver
Ridge, North Point and North Lakes areas.

Total Project Cost
10,634,800
ARRA Assistance Provided
51,858,455
| hereby certify that the above project has received the full review and vetting required

by federal law and that the investment of federal and state funds in this infrastructure
project is an appropriate use of taxpayer dollars.

This certification wili be posted on the Governor’s website and linked to the federal
ARRA website www.recovery.gov

N e

Randv'C. Huffman, Gabinehsdgretary AN Date
rnd
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